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HOUSING ACT OF 1955 


TUESDAY, MAY 10, 1955 


UNITED STATES SENAT 


COMMITTEE ON BANKING AND CURRENCY, 


SUBCOMMITTEE ON Hovusina, 
Washington. D. ¢ 
The subcommittee met, pursuant to eall, In room 501, Senate ¢ tlice 
Building. at 10:05 a, m., Senator John Sparkman (« hairman of the 


subcommittee ) presiding. 

Present : Senators Sparkman, Lehman, Capehart, Ives, and P 

\lso present: Dr. and Mrs. S. 8S. Nehru, of India. 

Senator SPARKMAN. Will the committee come to order. 

Today's hearing is the opening session of the hearings which we 
have scheduled on S. 1800, the administration’s housing bill, and re- 
lated bills now pending before the Housing Subcommittee. I may say 
that others may be introduced while the bill is under consideration. 
Undoubtedly amendments will occur to some as we go along. We 
hope to give consideration to all of them. 

The bills that are pending now are: 

S. 789, introduced by me and others, to continue authority for and 
increase funds authorized for loans and grants under Farmers’ Home 
Administration: 

S. 1022, introduced by Senator Mundt, to set up an insurance pro 
gram under Farmers’ Home Administration : 

S. 1412, introduced by Senator Magnuson, and also a similar bill, 
S. 1642, troduced by me, to provide for occupancy of public housing 
projects by elderly persons of low income; 

S. 1501, introduced by Senator Capehart and others, providing for 
new title X of National Housing Act to supersede Wherry program ; 

S. 1524, introduced by Senator Long and others, to create a Public 
Facilities Credit Corporation under HH FA to lend money for munici- 
pal publie works; 

S. 1565. introduced by Senator Capehart and others, relating to 
smoke elimination and air pollution prevention ; 

S. 1744, introduced by Senator Fulbright and me, to amend title 1V 
of Housing Act of 1950. That is the college housing provis 

S. 1766, introduced by Senator Magnuson, relating also to college 
housing, and 


lon 


S. 1800, which is the principal or central bill, together with a see- 
tion by section analysis. 

Without objection, at this point in the record we w il] pla e the bills 
and a letter from the Comptroller General on S. 1501. 





= HOUSING ACT OF 1955 


Che documents referred to follow ) 
S. 789, 84th Cong., lst sess 
I! ! ntinus thority to make funds available for loans and grants under title 
V of the Housing Act of 1949, as amended 
( fed buy ti Nenate and House of Representatives of the lnited Ntates 
Ce assembled, That title V of the Housing Act of 1949, as 
ended, is hereby amended as follows 
In i t sentence of section 511 immediately following the phrase “Ju 
1%) strike the word “and” and insert at the end of the sentence immediate 
before the period a comma and the following: “and an additional $100,000,000 
on and after Ju y 1, 1955 
b In section 512. (i) strike “and 1954” and insert “1954 and 1955", and (i 
ke d $2,000,000" and insert “$2,000,000 and $2,000,000". 
In section 513, strike “and $10,000,000 on July 1 of each of the years 1950 
151, 152, 1953, and 1954” and insert “$10,000,000 and $10,000,0000 on July 1 of 
each of the years 1950, 1951, 1952, 1953, 1954, and 1955" 
S. 1022, 84th Cong., Ist sess 
BILL 7 end Title V of the Housing Act of 1949, as amended, and to provide for 
the insurance of loans thereunder 
ih it ©) fed by the Senate and House of Repre sentatives of the United States 
imerica in Congress assembled, That Title V of the Housing Act of 1949, as 
nended, is hereby further amended as follows: 
Section 501 (a) is amended by inserting after the words “Farmers Home Ad 
ministration” the phrase “and to insure loans” 
Ny n 501 (b) is amended to read as follows: “For the purposes of this title 
the term ‘farm’ means a parcel or parcels of land operated as a single unit by 
mderance of whose time is devoted to operating the farm an 
re ves the preponderance of his income from its operation.’ 
Section 502 (a) is amended by striking out “4 per centum” and inserting in 
eof “5 per centum”. 
Se 02 is further amended by adding the following new subparagraph (¢ 
‘ The Secretary is authorized to insure and make commitments t 
ire loans made to eligible applicants for the purposes specified in this titl 
ce as security for the obligations entered into in connection with such 
s first s nd mortgages on the farms with respect to which such loans 
are made and such other security as may be required by the Secretary. Such 
mortgages shall create a lien running to the United States for the benefit of the 
ims e fund, notwithstanding the fact that the note may be held by the lender 
or his assignee Loans insured under this section shall be on such terms and 


1ditions as the Secretary may prescribe, including agreement by the Secretary 
repurchase such loans whether or not in default upon such terms and condi 
ns as the Secretary shall prescribe. The Secretary shall require the borrower 
pay such insurance charges as he deems proper, taking into account the amount 
the loan and any prior liens: Provided, however, That the charge shall be 
payable in advance at intervals of one year or less and shall be at a rate equal 
at least 1 per centum of the principal outstanding on the loans on any due 
date charge. One-half of all insurance charges shall become a part of the 
fund and one-half shall be deposited in the Treasury of the United States and 
e available for administrative expenses in connection with the insurance 


Che Secretary shall utilize the insurance fund created by section 11 of 
he Bankhead-Jones Farm Tenant Act, as amended, and the provisions of section 
13 (b) and (c) of said Act in connection with loans insured under this section 
The notes and security therefor acquired by the Secretary shall become a part 
the fund. The notes may be held in the fund and collected according to their 
terms or may be sold and, if necessary, reinsured. All proceeds from such collec 
ons, including the liquidation of security and the sale of notes, shall become a 
part of the fund 
“(iii) The Secretary may utilize the fund for the payment of taxes, insurance, 
prior liens, foreclosure expenses, and any other expenses incident to actions 
authorized by section 510 (d) and (e) of this title. 
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‘(iv) Any loan insured under this section shall be an obligation guaranteed 
by the United States as to principal and interest and the insurance agreement 
shall be incontestable, except for fraud or misrepresentation of which the 
holder has actual knowledge. 

“(v) The aggregate amount of principal obligations on loans insured unde1 
this section shall not exceed $ in any one fiscal year.” 

Section 511 of the Act is further amended to read as follows: “There is author- 
ized to be appropriated for the purposes of this title such sums as the Congress 
nay from time to time determine, and the sums authorized for loans by the 
Secretary shall be borrowed from the Secretary of the Treasury in, accordance 
with the provisions under the head ‘Loan Authorizations’ in the Farmers Home 
Administration item in the Department of Agriculture Appropriation Act, 1952, 
and the provisions of said head are amended to include loans authorized under 
this title.” 

Sec. 2. No new loan shall be made under section 503 and no new loans or 
rants shall be made under section 504 of the Housing Act of 1949 after 4 
the enactment of this Act. 





[S. 1412, 84th Cong., 1st si 
\ BILL To authorize the Public Housing Commissioner to enter into agreements witl l 
public housing authorities for the admission of elderly widoy widowers, ¢ a single 


son to federally assisted low-rent housing projects 


Be it enacted by the Senate and House of Re pres ntatives of the United States 
of America in Congress assembled, That section 15 of the United States Housing 
Act of 1937 (42 U.S. C., sec. 1415) is amended by adding at the end thereof the 
following new subsection: 

‘(10) The Commissioner shall include such provisions in contracts made 

irsuant to this act after the date of enactment of this subsection, and he 
shall negotiate with the public housing agencies involved such modifications 
of previously existing contracts, as may be necessary (A) a widow, a widower, 
or a single person, sixty years of age or over, whose income does not exceed 


ipplicable income limits, to be admitted to any low-rent housing project, and to 


I 
ive alone if they desire, in any case where a duly authorized official of the 
public housing authority involved determines that such admission will not pre- 
vent or delay the admission of any eligible family to the project, and (B) to 
provide, for persons so admitted, the same conditions for continued occupancy 


as apply with respect to family tenants.” 


[S. 1501, 84th Cong Ist ses 
AMENDMENTS 


Intended to be proposed by Mr. Capehart to the bill (S. 1501) to amend the 
National Housing Act by adding a new title thereto providing additional author- 
ity for insurance of loans made for the construction of urgently needed housing 
for military personnel of the armed services, viz: 

On page 13, line 23, insert “(a)” after the words “Src. 1015.”. 

On page 14, because lines 2 and 8, insert a new subsection as follows: 

“(b) Section 212 (a) of the National Housing Act, as amended, is hereby 
amended by striking ‘or under section 908 of ‘Title IX’ and inserting ‘or under 
section 908 of Title LX, or under Title X’.”. 





[S. 1501, 84th Cong., 1st sess 


A BILL To amend the National Housing Act by adding a new title thereto providing addi 
tional authority for insurance of loans made for the construction of urgently needed 
housing for military personnel of the armed services 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Armed 
Services Housing Insurance Act of 1955.” 

Sec. 2. The National Housing Act, as amended, is amended by 


adding at 
the end thereof a new title as follows: 











T 
X¥—ARMED SERVICES HOUSING INSURANCE 
ITY TO SURI 
S 1M | rpose of this title is to assist in relieving the acute short- 
| ng a mmodations that now exists on military installations and to 
ease e supply of necessary housing accommodations for military personnel 
ns lo effectuate this purpose, the Commissioner shall, upon 
‘ gage, insure mortgages (including advances on such mort- 
eaves during struction whit are eligible for insurance as hereinafter pro 
ed. and, make commitments for so insuring such mortgages prior to the date 
eXe lisbursement thereon: Provided, That the aggregate amount 
contingel i ty outstanding at any one time under insurance contracts 
I sure made pursuant to this title shall not exceed 
in? (HH) 
GIBILITY 
Sec. 1002. To be eligil for insurance under this title, a mortgage shall 
follo g ions 
Phe 1 tgage roperty shall be designed for use for residential pur- 
es b { wrsonnel of the a ed services and situated at or near a mili 
ation No mortgage shall be insured under this title unless the 
Secreta f the Army, Navy, or Air Force, or their designees, shall have certi 
e Commissioner that the housing with respect to which the mortgage 
ide is necessary to provide public quarters at such military installation and 
there is no present intention to curtail substantially the activities at such 
stal The certification shall be accepted by the Federal Housing Com- 
SS1lone i onclusive evidence of the necessity ol providing public quarters for 
hi \ stallatior 
Phe gage shall involve a principal obligation in an amount 
\) 1 to exceed the amount which an eligible builder (as defined in 
ection 3 of the Armed Services Housing Insurance Act of 1955) has bid 
nsti he housing project ; and 
(B) not to exceed an average of $13,500 per family unit for such part of 
the propert iS may be attributable to dwelling use. 
‘AMORTIZATION AND INTEREST 
Sec. 1003. The mortgage shall provide for complete amortization by periodic 
ents ovel eriod of not to exceed twenty-five years and shall bear interest 
eX ve of premium charges for insurance) at not to exceed 4 per centum per 
f the amount of the principal obligation outstanding at any time. The 
Commissioner may consent to the release of a part or parts of the mortgaged 
erty fro he lien of the mortgage and the mortgage may provide for such 
Ss 
“PREMIUM 
s 104. For surance granted pursuant to this title, the Commissioner 
fix and collect a premium charge in an amount not to exceed one-half of 
( m of the outstanding investment for the operating year for which 


remium charge is payable, without taking into account delinquent pay- 
sor prepayments Such premium charge shall be payable annually in ad 
vance by the mortgagee, either in cash or in debentures issued by the Commis- 
slone inder this title at par plus accrued interest. Upon presentation of a 
tgage for insurance that complies with the provisions of this title and tender 
harge, such mortgage shall be accepted for insurance 
by endorsement or otherwise as the Commissioner may prescribe. In insuring 
mort on, the Commissioner is authorized to waive his usual 
requirement for property and hazard insurance. In the event the principal 
obligation of any mortgage accepted for insurance under this title is paid in 
or to the ma ity date, the Commissioner is authorized to refund to 

the mortgagee for the account of the mortgagor all, or such portion as he shall 
letermine to be equitable, of the current unearned premium charge theretofore 


gages under this sect 


Witim o 
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DEI 1 
“Sec. 1005. (a) The failure of the mortgag é I ent e unde 

or provided to be paid by the terms of a mortgage sures er this title shall 
be considered a default under such Mortgage a Su default continues f 
a period of thirty days, the mortgagee shall be entith to receive the benefits 
of the insurance as hereinafter provided, upon assig ent, transfer, and delivery 
to the Commissioner, within a period and in accor ‘ t les and reg 
tions to be prescribed by the Commissioner of 

‘(1) all rights and interest arising under ‘ ortgage in default 

“(0 all claims of the mortgagee agua St thre ( favors or others, aris 


out of the mortgage transaction: 
(3) all prot cies oft title or othe sdriance « ~ eT ( “4 her 


antees and any and all claims thereunde1 





f) any balance of the mortgage loan not advanced to the mortgago 
(5) any cash or property held by the mort; to which it is entitled, 
as deposits made for the account of the mortgagor and which have not been 
applied in reduction of the principal of the mortgage indebtedness ; and 
‘(6) all records, documents, books, papers, and accounts relating to the 
Mortgage transaction, 

‘(b) Upon such assignment, transfer, and delivery, the obligation of the mort 
gagee to pay the premium charge for mortgage insurance shall cease, and the 
Commission shall, subject to the cash adjustment provide for in section 1006 of 
this title, issue to the mortgagee debentures having a total face value equal to 
the value of the mortgage, and a certificate of claim as hereinafter provided 








‘(c) For the purposes of this section, the value of the mortgage shall be 


determined in accordance with rules and regulations prescribed by the Com 
missioner, by adding to the amount of the original principal obligation of the 
mortgage which was unpaid on the date of default, the amount the mortgagee 
may have paid for 
“(1) any liens that .are prior to the mortgage, including special assess 
ments, water rates, or taxes when applicable 
‘(2) insurance on the property : and 
‘(3) reasonable expenses for the completion and preservation of the prop 
erty and any mortgage insurance premiums paid after default: less the 
stun of 
“(A) any amount received on account of the mortgage after such 
date; and 
“(B) any net income received by the mortgagee from the property 
after such date: 
Provided, That the mortgagee in the event of a default under the mortgage 
may, at its option and in accordance with regulations of, and in a period to 
be determined by the Commissioner, proceed to foreclose on and obtain 
possession of or otherwise acquire such property from the mortgagor after 


default, and receive the benefits of the insurance as hereinafter provided, 
upon 
‘(1) the prompt conveyance to the Commissioner of the mortgagee’s in 


terest in the property which meets the requirements of the rules and regula 
tions of the Commissioner in force at the time the mortgage was insured, 
and which is evidenced in the manner prescribed by such rules and regula 
tions; and 


“(2) the assignment to him of all claims of the mortgagee against the 
mortgagor or others, arising out of the mortgage transaction or foreclosure 


proceedings, except such claims that may have been released with the col 
sent of the Commissioner. Upon such conveyance and assignment, the 
obligation of the mortgagee to pay the premium charge for insurance shall 
cease and the mortgagee shall be entitled to receive the benefits of the insur 


ance as provided in this section. 
“DEBENTURES 


“Sec. 1006. (a) Debentures issued under this title sh: be in such form and 
denominations in multiples of $50, shall be subject to such terms and condition 
and shall include such provisions for redemption, if any, as may be prescribed 
by the Commissioner with the approval of the Secretary of the Treasury, and 
may be in coupon or registered form. Any difference between the value of the 


mortgage determined as herein provided and the aggregate face value of the 











6 HOUSING ACT OF 1955 


debentures issued, not to exceed $50, shall be adjusted by the payment of cash by 
the Commissioner to the mortgagee from the Armed Services Housing Insurance 
Fund. 

‘(b) Debentures issued under this title shall be executed in the name of the 
Armed Services Housing Insurance Fund as obligor, shall be signed by the Com- 
missioner, by either his written or engraved signature, and shall be negotiable 
All such debentures shall be dated as of the date of default as determined in 
accordance with section 1005 of this title, and shall bear interest from such date 
at a rate determined by the Commissioner, with the approval of the Secretary 
of the Treasury, at the time the mortgage was accepted for insurance, but not 
to exceed 3 per centum per annum, payable semiannually on the first day of 
January and the first day of July of each year, and shall mature ten years after 
the date thereof. 

‘(¢) Such debentures shall be exempt, both as to principal and interest, from 
all taxation (except surtaxes, estate, inheritance, and gift taxes) now or here 
after imposed, by any Territory, dependency, or possession of the United States 
or by the District of Columbia, or by any State, county, municipality, or local 
taxing authority. They shall be paid out of the Armed Services Housing Insur 
nee Fund which shall be primarily liable therefor, and they shall be fully and 
inconditionally guaranteed as to principal and interest by the United States, 
nd such guaranty shall be expressed on the face of the debentures. In the 
event the Armed Services Housing Insurance Fund fails to pay upon demand, 
vhen due, the principal of or interest on any debentures so guaranteed, the 
Secretary of the Treasury shall pay to the holders the amount thereof which is 
hereby authorized to be appropriated, and thereupon to the extent of the amount 
so paid the Secretary of the Treasury shall succeed to al] the rights of the holder 
of such debentures 


“CERTIFICATE OF CLAIM 


“Sec. 1007. The certificate of claim issued by the Commission to any mort- 
gage in connection with the insurance of mortgages under this title shall be for 
an amount determined in accordance with subsections (e) and (f) of section 604 
of this Act, except that any amount remaining after the payment of the full 
amount under the certificate of claim shall be retained by the Commissioner and 
credited to the Armed Services Housing Insurance Fund. 


“INSURANCE FUND 


“Sec. 1008. (a) There is hereby created the Armed Services Housing Insur 
ance Fund which shall be used by the Commissioner as a revolving fund for 
carrying out the provisions of this title and for payment of his administrative 
expenses in connection therewith. For such purpose, the Secretary of the Treas 
ury shall make available to the Commissioner such funds as the Commissioner 
shall deem necessary, but not to exceed 310,000,000, which amount is hereby 
authorized to be appropriated, out of any money in the Treasury not otherwise 
appropriated. For immediate needs pending such appropriation, the Commis 
sioner is directed to transfer the sum of $1,000,000 to such fund from the War 
Housing Insurance Fund created by section 602 of this Act, as amended, such 
amount to be reimbursed to the War Housing Insurance Fund upon the avail- 
ability of the appropriations authorized by this section. General expenses of 
operation of the Federal Housing Administration under this title may be charged 
to the Armed Services Housing Insurance Fund. 

‘(b) Premium charges, adjusted premium charges, and appraisal and other 
fees, received on account of the insurance of any mortgage insured under this 
title, the receipts derived from any such mortgage or claim assigned to the Com- 
missioner and any property acquired by the Commissioner under this title, and 
all earnings on the assets of the Armed Services Housing Insurance Fund, shall 
be credited to such fund. The principal of and interest paid and to be paid 
on debentures issued in exchange for any mortgage or property insured under 
this title, cash adjustments, and expenses incurred in the handling of such 
mortgages or property and in the foreclosure and collection of mortgages and 
claims assigned to the Commissioner under this title, shall be charged to the 
Armed Services Housing Insurance Fund. 

“(c) Moneys in the Armed Services Housing Insurance Fund not needed for 
current operations under this title shall be deposited with the Treasurer of the 
United States to the credit of such fund, or invested in bonds or other obliga- 
tions of, or in bonds or other obligations guaranteed by, the United States. The 


we 
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Commisioner may, with the approval of the Secretary of the Treasury, purchase 
in the open market debentures issued under this title. Such purchases shall be 
at a price which will provide an investment yield of not less than the yield 
obtainable from other investments authorized by this section Debentures so 
purchased shall be canceled and not reissued 

“CONTRACT OF INSURANCE CONCLUSIVE 


Sec. 1009. Any contract of insurance executed by the Commissioner under 
this title shall be conclusive evidence of the eligibility of the mortgage for insur- 
ance, and the validity of any contract of insurance so executed shall be 
incontestable in the hands of an approved mortgagee from the date of the execu 
tion of such contract, except for fraud or misrepresentation on the part of such 
approved mortgagee. 


“SECONDARY MARKI 


Sec. 1010. In order to assure an adequate market for mortgages in 
under this title, the powers of the Federal National Mortgage Association and 
of any other Federal corporation or other Federal agency hereinafter established, 
to purchase, service, or sell any mortgages, or partial interests therein, may be 


itilized in connection with mortgages insured under this title 





“POWER TO INSURE UNDER OTHER [ITLES 


sec. 1011. The Commissioner shall also have power to insure under this title 
or titles Il or VI any mortgage executed in connection with the sale by him of 
any property acquired under this title without regard to any limit as to eligibility, 
time or aggregate amount contained in this title or titles Il or VI 


“APPLICABILITY OF OTHER SECTIONS OF ACT 


Sec. 1012. The provisions of section 207 (k) and section 207 (1) of this Act 
shall be applicable to mortgages insured under this title and to property acquired 
by the Commissioner hereunder, except that as applied to such mortgages and 
property 

(1) all reference in such sections to the ‘Housing Fund’ shall be construed 
to refer to the ‘Armed Services Housing Insurance Fund’; and 

(2) the reference in section 207 (k) to ‘subsection (g)* shall be construed 
to refer to ‘section 1003’ of this title. 


“INAPPLICABILITY OF PROVISION IN SECTION 


“Sec. 1013. The second sentence of section 214 of this Act, as am led, i 
ing to housing in the Territory of Alaska, shall not apply to mortgages insured 
under this title on property in said Territory 


“RULES AND REGULATIONS 


‘Sec. 1014. The Commissioner may make such rules and regulations as may be 
necessary to carry out the provisions of this title 


“MISCELLANEOUS PROVISIONS 


‘Sec. 1015. Section 1 of the National Housing Act, as amended, is furthe 
amended by striking out ‘titles I], III, VI, VII, VIII, and LX’ each time it appears 
and inserting in lieu thereof ‘titles II, III, VI, VII, VIII, IX, and X.’ 


“DEFINITIONS 


‘Sec. 1016. The following terms shall have the meanings respe tively ascribed 
to them below: 

“(a) ‘Mortgage’ means a first mortgage on real estate held in fee simple or 
under a lease, 

‘(b) ‘First mortgage’ means such classes of first liens as are commonly given 
to secure advances on or the unpaid purchase price of real estate under the laws 
of the State in which the real estate is located together with the credit instru 
ments, if any, secured thereby. 

“(c) ‘Mortgagee’ includes the original lender under a mortgage and his sue 
cessors and assigns approved by the Commissioner 
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d) ‘Mortgagor’ includes the original borrower under a mortgage, its suc 
cessors and assigns (including the United States acting through the Secretary of 
the Army, the Secretary of the Navy, and the Secretary of the Air Force or their 
respective designees, and its assigns). 

e) ‘Maturity date’ means the date on which the mortgage indebtedness would 
be extinguished if paid in accordance with periodic payments provided for in the 

‘Housing accommodations’ means housing designed for use by Army, 
Navy, Air Force, and Marine Corps personnel, and their dependents, assigned to 


duty at the military installation at or in the area where such property is con 
structed 
g) ‘Military’ includes Army, Navy, Marine Corps, and Air Force. 
(h) ‘State’ includes the several States and Alaska, Hawaii, Puerto Rico, 
the District of Columbia, the Virgin Islands, and Guam.” 
Sec. 3. (a) The Secretary of the Army, the Secretary of the Navy, and the 


Secretary of the Air Force are hereby authorized to enter into contracts with any 
eligible builder to provide for the construction of urgently needed housing on 
lands owned or leased by the United States and situated on or near a military 
reservation or installation for the purpose of providing suitable living accom 
modations for military personnel of the armed services assigned to duty at the 
military installation at or in the area where the housing is situated. Any such 
contract shall contain such terms and conditions, including the amount of the 
mortgage that the Commissioner shall insure, as the Secretary may determine 
to be necessary to protect the interests of the United States. The terms and 
conditions of such contract shall be conclusive evidence to the Commissioner that 
the contractor is an eligible builder within the meaning of this Act and that the 
amount set forth in the contract as to the cost of the housing is the amount that 
shall be insured 

(b) Notwithstanding any other provision of law, the Secretary of the Army, 
the Secretary of the Navy, or the Secretary of the Air Force are authorized to 
acquire, by lease or otherwise, the housing constructed pursuant to such con- 
tracts; to maintain and operate such housing; to assume the payment of notes, 
mortgages, or other legal instruments required by the Federal Housing Com 
missioner of the owners or mortgagors or prospective Owners or mortgagors con 
structing housing projects insured under title X of the National Housing Act, 
and to make amortization payments thereon; but all rental or other payments 
made during any year in the case of any housing so acquired shall not exceed 
an average living unit payment of $90 per month and, in the case of any one of 
the military departments, total payments per month for all housing so acquired 
shall not exceed $9,000,000 per month. 

(c) For the purposes of this Act, the term “eligible builder’ means a person, 
partnership, firm, or corporation determined by the Secretary (1) to be qualified 
by experience and financial responsibility to construct housing of the type de- 
scribed in subsection (a) of this section, and (2) to have submitted the lowest 
acceptable bid as provided in subsection (d) of this section. 

(d) Before the Secretary of the Army, Navy, or Air Force shall enter into 
any contract with any builder as provided in this section for the construction 
of any housing he shall invite the submission of competitive bids after adver- 
tising in the manner prescribed in section 3 of the Armed Services Procurement 
Act of 1947 

Sec. 4. Whenever the Secretary of the Army, Navy, or Air Force shall deem 
it necessary for the purposes of this Act, he may acquire by purchase, donation, 
or other means of transfer, or may cause proceedings to be instituted in any 
court having jurisdiction of such proceedings to acquire by condemnation, any 
unimproved land adjacent to a military reservation or installation. Any such 
condemnation proceedings shall be conducted in accordance with the provisions 
of the Act of August 1, 1888 (25 Stat. 357), as amended, or any other applicable 
Federal statute. Before condemnation proceedings are instituted pursuant to 
this section, an effort shall be made to acquire the property involved by negotia- 
tion unless, because of reasonable doubt as to the identity of the owner or 
owners, because of the large number of persons with whom it would be necessary 
to negotiate, or for other reasons, the effort to acquire by negotiation would 
involve, in the judgment of the Secretary, such delay in acquiring the property 

© be contrary to the interest of national defense. In any condemnation pro- 
ceeding instituted pursuant to this section, the court shall not order the party 
in possession to surrender possession in advance of final judgment unless a 


ast 


Neen 





HOUSING ACT OF 195: 4 


leclaration of taking has been filed, and a deposit of the int est ite 
o be just Compensation has been made, under the st se e A 
February 26, 1931 (46 Stat. 1421), providing for su leclarations Unless 
tle is in dispute, the courts, upon application, shall promptly pay to the ow 
at least 75 per centum of the amount so deposited, but such payment shall 
be made without prejudice to any party to the proceeding. Property a lire 
inder this section may be occupied, used, and improved for the purposes of 
this section prior to the approval of title by the Attorney General as re Lire 
by section 355 of the Revised Statutes, as amended 
Sec. 5. Whenever the Secretary of the Army, N vy, or Air Force determines 


hat it is necessary to lease any land held by the United Sta 

iilitary reservation or installation to effectuate the purposes of this Act. he may 
lease such land upon such terms and conditions as will, in his opinion, best serve 
the national interest 

Sec. 6. The Secretary of the Army, the Secretary of the Navy, and the Seere 
tary of the Air Force or their designees are authorized to assign quarters in any 
housing acquired under this Act to military personnel in the same manner a 
to te same extent as other public quarters are so assigned 

Sec. 7. The Secretary of the Army, the Secretary of the Navy, and the Seere 
tary of the Air Force are authorized, upon a determination that such action 
is necessary in order to effectuate the purposes of this Act, to procure by negotia 
tion or otherwise the services of experts and consultants (including architects 
and engineers), or organizations thereof under such arrangements as they may 
deem desirable without regard to the civil service and classification laws, to com 
pensate any individuals so procured at rates not in excess of $50 per day, and 
to pay travel expenses of such individuals, including actual transportation costs 
and per diem allowances in lieu of subsistence while traveling to and from their 
respective homes or places of business and the official duty station as may be 


authorized in travel orders or letters of appointment Such services may 
include the development of plans, drawings, and specifications for housing and 


related facilities under the authority of this Act and for other services in con 
nection therewith, including inspection of construction. 

(b) The procurement of services in accordance with the provisions of sub 
section (a) of this section may include provisions for advances or progress pay 
ments, for payment by third parties, for payment by the Government of any such 
compensation as is not paid for by third parties. Provision may be made for 
reimbursement by third parties or from mortgage funds to the Government 
pursuant to this section, and other provisions may be made for compensation 
All reimbursement paid to the Government on account of payments made pur 
suant to this section, or other sections of this Act, shall be credited to the 
appropriations or funds against which such payments were charged. Any publi 
works appropriations now or hereafter available to the Departments of the 
Army, Navy, or Air Force may be obligated by the respective Departments for 
these purposes. 

Sec. & (a) There are hereby authorized to be appropriated such sums as 
may be necessary to carry out the provisions of sections 3 through 7 of this Act 

(b) Any funds heretofore or hereafter authorized to be expended by any of 
the military departments for the payment of allowances for quarters for mili 
tary personnel may be used for the purposes specified in subsection (a) above 





[S. 1524, 84th Cong., 1st sess 


A BILL To authorize the extension of credit to assist municipalities, or other political 
’ 


subdivisions of States, to finance vitally needed public works 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, 


SHORT TITLI 


SECTION 1. This Act may be cited as the “Public Facilities Loan Act of 1955” 


DECLARATION OF POLICY 


Sec. 2. It has been the policy of the Congress to assist wherever possible 


the States and their political subdivisions to provide the services and facilities 
essential to the health and welfare of the people of the United States 
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The Congress finds that in many instances municipalities, or other political 
subdivisions of States, which seek to provide essential public works or facilities, 
are unable to raise the necessary funds at reasonable interest rates. 

It is the purpose of this Act to authorize the eXtension of credit to assist in 
the provision of certain essential public works or facilities by municipalities, or 
other political subdivisions of States, where such credit is not otherwse avail- 
able on reasonable terms and conditions. 


CREATION OF CORPORATION 


Sec. 3 There is hereby created a body corporate to be known as the Public 
Facilities Credit Corporation (hereinafter referred to as the “Corporation” ). 
Che principal office of the Corporation shall be located in the District of Colum- 

i, but the Corporation may establish branch offices in places other than the 
District of Columbia. 


MANAGEMENT OF CORPORATION 


Sec. 4 a) The Housing and Home Finance Administrator (hereinafter re- 
ferred to as the “Administrator’) shall serve as Administrator of the Corpora- 


b) To assist the Administrator in the execution of the functions vested in 
the Corporation, there shall be a Deputy Administrator who shall be appointed 
by the President, by and with the advice and consent of the Senate, and who 
shall receive compensation at a rate per annum of $1,000 in excess of the highest 
rate payable under the Classification Act of 1949, as amended. The Deputy 
Administrator shall perform such duties as the Administrator may from time 
to time designate, and shall be acting Administrator and perform the functions 
of the Administrator during the absence or disability of the Administrator or 
in the event of a vacancy in the office of the Administrator. 


FUNCTIONS OF CORPORATION 
See. 5. (a) The Corporation is authorized to purchase the securities and obli- 
vations of, or make loans to, municipalities and other political subdivisions of 
States, public agencies, and instrumentalities of one or more municipalities or 
other political subdivisions of States, and public corporations, boards, and com- 
missions established under the laws of any State, to finance specific public projects 
under State or municipal law. No such purchase or loan shall be made for pay- 
ment of ordinary governmental or nonproject operating expenses. 

(b) The powers granted in subsection (a) of this section shall be subject to 
the following restrictions and limitations: 

(1) No financial assistance shall be extended under this section unless the 
financial assistance applied for is not otherwise available on reasonable terms, 
and all securities and obligations purchased and all loans made under this 
section shall be of such sound value or so secured as reasonably to assure 
retirement or repayment, and such loans may be made either directly or in co- 
operation with banks or other lending institutions through agreements to par- 
ticipate or by the purchase of participations or otherwise. 

(2) No securities or obligations shall be purchased, and no loans shall be 
made, including renewals or extensions thereof, which have maturity dates in 


excess of forty years. 


) In the processing of applications for financial assistance under this section 
the Administrator shall give priority to applications of smaller municipalities 
for assistance in the construction of basic public works (including works for the 
storage, treatment, purification, or distribution of water; sewage, sewage treat- 
ment, and sewer facilities; and gas distribution systems) for which there is an 
urgent and vital public need. As used in this section, a “smaller municipality” 
Ineans an incorporated or unincorporated town, or other political subdivision 


of a State, which had a population of less than ten thousand inhabitants at 
the time of the last Federal census. 


FINANCING 


Sec. 6 


(a) The Corporation shall have capital stock of $100,000,000 subscribed 
by the United States. Payment for such capital stock shall be subject to call at 
any time in whole or in part by the Administrator and, for the purpose of 
making such payment, the Secretary of the Treasury is authorized to use as a 
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iblic debt transaction the proceeds from the sale of any securities issued under 
1e Second Liberty Bond Act, as amended, and the purposes for which secur 
ties may be issued under such 


Act are extended to include purchases of the 
Corporation’s capital stock issued hereunder. Certificates evidencing stock 
»wnership by the United States shall be issued by the Corporation to the Presi- 
lent of the United States or to such other person or persons as he may designate 
from time to time. Net earnings of the Corporation after reasonable provision 

r possible losses shall be used for payment of dividends on capital stock. Any 
h dividends shall be deposited into the Treasury as miscellaneous receipts. 
In order to finance its activities, the Corporation is authorized and em 
rwered to issue to the Secretary of the Treasury, from time to time and to have 

itstanding at any one time, in an amount not exceeding $500,000,000, its notes, 
debentures, bonds, or other obligations 


I 
1¢ 


itt 


Such obligations shall have maturities 
greed upon by the corporation and the Secretary of the Treasury, not in excess 
f fifty years. Such obligations may be redeemable at the option of the Corpora- 
m before maturity in such manner as may be stipulated in such obligations, 
mut the obligations thus redeemable shall not be refinanced by the Corporation. 
Fach such obligation shall bear interest at a rate determined by the Secretary 
f the Treasury, taking into consideration the current average rate of current 
arketable obligations of the United States of comparable maturities as of the 
st day of the month preceding the issuance of the obligation of the corporation. 
The Secretary of the Treasury is authorized and directed to purchase any obliga 
ms of the Corporation to be issued hereunder and for such purpose the Secre 
tary of the Treasury is authoribed to use as a public debt transaction the proceeds 
from the sale of any securities issued under the Second Liberty Bond Act, as 
amended, and the purposes for which securities may be issued under such Act are 
extended to include purchases of the Corporation’s obligations issued hereunder. 
(c) The proceeds of the sale of its capital stock and any funds borrowed by 
under this Act shall constitute a revoling fund which may be used by the 
Corporation in the exercise of its functions. 
(dad) Section 101 of the Government Corporation Control Act, as amended 
31 U. S. C. 846), is amended by inserting after “Saint Lawrence Seaway Develop 
ent Corporation ;” the words “Public Facilities Credit Corporation”. 


CORPORATE POWERS 


Sec. 7. (a) For the purpose of carrying out its functions under this Act 

the Corporation 

(1) shall have succession in its corporate name; 
2) may adopt and use a corporate seal, which shall be judicially noticed ; 
3) may sue and be sued in its corporate name; 
4) may adopt, amend, and repeal bylaws, rules, and regulations govern- 
ing the manner in which its business may be conducted and the powers 
vested in it may be exercised ; 

(5) may make and carry out such contracts and agreements as are neces- 
sary or advisable in the conduct of its business ; 

(6) may appoint and fix the compensation, in accordance with the provi- 
sions of the civil-service laws and the Classification Act of 1949, of such 
officers, attorneys, and employees as may be necessary for the conduct of its 
business, define their authority and duties, delegate to them such of the pow- 
ers vested in the Corporation as the Administrator may determine, require 
bonds of such of them as the Administrator may designate, and fix the pen 
alties and pay the premiums on such bonds; 

(7) may assign or sell at public or private sale, or otherwise dispose of 
for cash or credit, upon such terms and conditions as the Administrator 
shall determine to be reasonable, any evidence of debt, contract, claim, per- 
sonal property, or security held by the Corporation in connection with the 
payment of loans or other obligations, and collect or compromise all obliga- 
tions held by the Corporation ; 

(8) may acquire by purchase, lease, or donation such real property or 
any interest therein, and may sell, lease, or otherwise dispose of such real 
property, as the Administrator deems necessary for the conduct of its busi 
ness ; 

(9) shall determine the character of and the necessity of its obligations 
and expenditures, and the manner in which they shall be incurred, allowed, 
and paid, subject to provisions of law specifically applicable to Government 
corporations ; and 


( 
( 
( 
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(10) shall be entitled to the use of the United States mails in the same 

ner and upon the same conditions as the executive departments of the 
United States Government 

The enumeration of powers in subsection (a) of this section shall not 

e deemed to exclude other powers necessary to the achievement of the objects 
nd purposes of the Corporation 


CONTRIBUTIONS BY THE CORPORATION 


Sec. 8S. The Corporation shall contribute to the Civil-service retirement and 
disability fund, en the basis of annual billings, as determined by the Civil Sery 
ce Commission, for the Government's share of the cost of the civil-service retire 
ment system applicable to the Corporation’s employees and their beneficiaries 
The Corporation shall also contribute to the employee’s compensation fund, on 
the basis of annual billings as determined by the Secretary of Labor, for the 
benefit payments made from such fund on account of the Corporation’s employees 
The annual billings shall also include a statement of the fair portion of the cost 
of the administration of the respective funds, which shall be paid by the Corpo 
ation into the Treasury as miscellaneous receipts, 


MISAPPROPRIATION OF FUNDS 


Sec. 9 a) All general penal statutes relating to the larceny, embezzlement, 
ar conversion of public moneys or property of the United States shall apply to 
the moneys and property of the Corporation. 

(b) Any person who, with intent to defraud the Corporation, or to deceive any 
officer, or employee of the Corporation or any officer or employee of the United 
States, (1) makes any false entry in any book of the Corporation, or (2) makes 
any false report or statement for the Corporation, shall, upon conviction thereof, 
be fined not more than $10,000 or imprisoned not more than five years, or both. 

(c) Any person who shall receive any compensation, rebate, or reward, or 
shall enter into any conspiracy, collusion, or agreement, express or implied, with 

tent to defraud the Corporation or wrongfully and unlawfully to defeat its 
purposes, shall, on conviction thereof, be fined not more than $5,000 or imprisoned 
not more than five vears, or both. 


REPORTS TO CONGRESS 


Sec. 10. The Corporation shall submit to the President for transmission to 
the Congress at the beginning of each regular session an annual report of its 
operations under this Act. 


REPEALER 


Sec. 11. Section 108 of the Reconstruction Finance Corporation Liquidation 
Act (G7 Stat. 230), as amended, is hereby repealed. 


SEPARABILITY OF PROVISIONS 


See. 12. If any provision of this Act or the application of such provision to 

y person or circumstances shall be held invalid, the remainder of the Act and 
the application of such provision to persons or circumstances other than those 
is to Which it is held invalid shall not be affected thereby. 


S. 1565. S4th Cong... Ist sess 
\ BILL 1 I d the National Housing Act by adding a new title thereto providing 
rity for techni esearch and studies on problems of air pollution generally and 
‘ shing ‘ | gram to aid in the installation of air pollution prevention equip 
! 


Be it enacted by the Senate and House of Representatives of the United States 
( lLyerica Congress assembled, That the National Housing Act, as amended, 
is amended by adding at the end thereof a new title as follows: 


“TITLE X—SMOKE ELIMINATION AND AIR POLLUTION PREVENTION 


“Sec. 1001. The Congress hereby declares that smoke elimination and air 
pollution prevention are important factors in the prevention and rehabilitation 
of slums and blighted areas and in the conservation of the health and property 
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thie people of the United States It is the object e OL This title to assist 
oke elimination and air pollution prevention by providing for research and 
ilis 
Sec. 1002. (a) The Secretary of Health, Education, and Welfare (hereil 
‘ sometimes referred to in this title as the Secretary) shall undertake and 
onduct a program of technical research and studies concerned with (a) causes 
of air pollution and excessive smoke, (b) devices, structures, machinery) 1 
ment, and methods (including methods of selecting and using fuels é 
ention or elimination of excessive smoke and air |] ution or the collection 
ospheric contaminants, and (¢) guidance and assistance to local commu 
ties in smoke abatement and air pollution prevention and control 
Contracts may be made by the Secretary r technical rese: 
studies authorized by this section for work to continue not more than four years 
from the date of any such contract Any unexpended balances of appro 


is properly obligated by such contracting may remain upon the books of 
freasury for not more than five fiscal years before being carried to the surplu 
fund and covered into the Treasury. All contracts made by the Secretary for 


technical research and studies authorized by this or any other Act shall contain 
requirements making the results of such research or studies available to the 


iblic through dedication, assignment to the Government, or such other means 
as the Secretary shall determine. The Secretary shall disseminate, and without 
regard to the provisions of title 59, United States Code, section 521n, the results 
of such research and studies in such form as may be most useful to industry and 
to the general public. 

(¢) In carrying out research and studies under this title, the Secretary shall 
utilize, to the fullest extent feasible, the available facilities of existing bureaus 
and offices within the Department of Health, Education, and Welfare, other de 
partments, independent establishments, and agencies of the Federal Govern- 
ment, and shall consult with, and make recommendations to, such other de- 
partments, independent establishments, and agencies, with respect to such action 
as may be necessary and desirable to overcome existing gaps and deficiencies in 
available data with respect to excessive smoke and air pollution causes, preven 
tion. and control or in the facilities available for the collection of such data. Fo 
the purposes of this title, the Secretary is further authorized to undertake re 
h and studies cooperatively with agencies of State or local governments, 
and educational institutions, and other nonprofit organizations, and may, in addi 
tion to and not in derogation of any powers and authorities conferred under any 
ther Act 

‘(1) with the consent of the agency or organization concerned, accept 


sear 


and utilize equipment, facilities, or the services of employees of any State 
or local public agency or instrumentality, educational institution, or non 
profit agency or organization and, in connection with the utilization of such 
services, may make payments for transportation while away from theit 
homes or regular places of business and per diem in lieu of subsistence en 
route and at place of such service, in accordance with the provisions of title 

5, United States Code, section 73b-2 : 
‘(2) utilize, contract with, and act through, without regard to section 
3709 of the Revised Statutes, any Federal, State, or local public ageney or 
instrumentality, educational institution, or nonprofit agency or organiza- 
tion with its consent, and any funds available to the Secretary for carrying 
out his functions, powers, and duties under this section shall be available 
to reimburse or pay any such agency, instrumentality, institution, or or 
ganization: and, whenever necessary in the judgment of the Secretary, he 
may make advance, progress, or other payments with respect to such con 
tracts without regard to the provisions of section 3648 of the Revised 

Statutes; and 
‘(3) make expenditures for all necessary expenses, including preparation, 
mounting, shipping, and installation of exhibits; purchase and exchange of 
technical apparatus; and such other expenses as may, from time to time, be 
found necessary in carrying out the Secretary's functions, powers, and duties 
inder this title. 

(d) There is hereby authorized to be appropriated to carry out the purposes 
of this section, such sums, not in exces of $3,000,000, as may be necessary therefor. 
“Sec. 1008. (a) The Housing and Home Finance Administrator (hereinafter 
sometimes referred to in this title as the Administrator) within the limits here- 
inafter provided, is authorized to purchase the obligations of, and to make loans 
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to, any business enterprise to aid in financing the purchase, installation, construc 
tion. reconstruction, or remodeling of any device, structure, machinery, or equip- 
ent used or to be used in connection with the enterprise’s business activities 


where the purchase, installation, construction, reconstruction, or remodeling 
would (1) substantially reduce the amount of smoke or air pollution or contami- 
nation in the community in which the device, structure, machinery, or equipment 


located or to be located, or (2) in conjunction with other proposed action in 
mumunity, substantially reduce the amount of such smoke, pollution, or 


b) No financial assistance shall be extended pursuant to this section unless 
financial assistance applied for is not otherwise available on reasonable terms 
All securities and obligations purchased and all loans made shall be of suc! 


sound value or so secured as reasonably to assure retirement or repayment and 
such loans shall be made in cooperation with banks or other lending institutions 
through agreements to participate or by the purchase of participations 
otherwist 

) Loans made pursuant to this section may be made subject to the conditior 
that, if at any time or times or for any period or periods during the life of the 


loan contract the business enterprise can obtain loan funds from sources othe 
than the Federal Government at interest rates as low as or lower than provided 
in the loan contract, it may do so with the consent of the Administrator at such 


times and for such periods without waiving or surrendering any rights to loan 
funds under the contract for the remainder of the life of such contract, and, in 
such case, the Administrator is authorized to consent to a pledge by the 


business enterprise of the loan contract, and any or all of its rights thereunder 
as security for the repayment of the loan funds so obtained from other sources 


d) The loans shall be repaid within such period, not exceeding twenty years, 
as may be determined by the Administrator, and shall bear interest at a rate de 
termined by the Administrator which shall be not less than 1 per centum plu 
the base annual rate which the Secretary of the Treasury shall specify as ap 
cable to the six-month period (beginning with the six-month period ending J 

1, 1955) during which the contract for the loans is made: Provided, That suc} 


se annual rate for each six-month period shall be determined by the Secreta 
of the Treasury by estimating the average yield to maturity, on the basis of dai 
ig market | quotations or prices during the month of May or the mon 


of November, as the case may be, next preceding such six-month period, 01 


outstanding marketable obligations of the United States having a maturity dat 
of fifteen or more years from the first day of such month of May or November: 
and by adjusting such estimated average annual yield to the nearest one-eight! 
of 1] entun 

( The tot umount of investments, loans, purchases, and commitment 
I le pursuant to this section shall not exceed $50,000,000 outstanding at 
Ole { 


f There are hereby authorized to be appropriated such sums as may 
necessary to carry out the purposes of this section. Funds made available to the 
Administrator pursuant to the provisions of this section shall be deposited 
a checking account or accounts with the Treasurer of the United States. Re 
ts obtained or held by the Administrator in connection with the 
performance of his functions under this section, and all funds available fo 
carrying out the functions of the Administrator under this section, shall be ava 
able for any of the purposes of this section, including administrative expenses otf 
the Administrator in connection with the performance of such functions. 

“(g) Not more than 10 per centum of the funds provided for in this sectior 
in the form of loans shall be made available within any one State. 

(h) In the performance of, and with respect to, the functions, powers, an 
duties vested in him by this section the Administrator shall (in addition to any 
authority otherwise vested in him) have the functions, powers, and duties set 
forth in section 402 (c), except subsection (2), of the Housing Act of 1950 


sivot ana « 
Cel S ahha asst 
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S. 1642, 84th Cong., Ist sess 


4 BILL To amend the United States Housing Act of 1937 1 st sh a gram f the 


housing of elderly persons of low 

Be it enacted bu the Senate and House of Re presentat s of the United States 

of America v Congre ss assembled, That the Congress hereby f nds and 
that 

(1) in many areas of the country there is not an ade 








; li pply of 
decent, safe, and sanitary housing for elderly persons of low ( \ 
able for rents Which such persons can afford to pay 

(2) the rents which such persons can rd to pay are sufficient to 
enable private enterprise to provide housi for the 

(3) the lack of properly constructed dwelling units designed sp cally 
for elderly persons causes an increase and spread of the cor unicable and 
chronic diseases which are characteristic of the elderly, thereby crowding 
the hospitals with elderly persons under condit s of idleness that inevitab 
invite further senility 

{) this situation constitutes a menace to the health safety, welfare and 

comfort of all our people and is detrimental to property values in the areas 


vhere it exists : and 


(5) the Federal Government should take immediate steps to assist 
alleviating this situation by providing housing which is specifically designed 
for elderly persons of low income. 

Sec. 2. The second sentence of section 2 (1) of the United States Housing 
Act of 1987, as amended, is amended by striking out “The dwellings” and insert 


ng in lieu thereof “Except as otherwise provided in section 82 with respect to 


housing for elderly persons, the dwellings” 


Sec. 3. The United States Housing Act of 1937, as amended, is nended by 
adding at the end thereof the following new sectio 
“HOUSING FOR ELDERLY PERSON 
Sec, 382. (a) For the purpose of increasing the supply of decent, safe, and 
sanitary housing for elderly persons of low income, available at rents which the 


ean afford to pay, the Commissioner 


pi 
(1) make loans to public housing encies to assist the development 
juisition, or administration of low-rent hous eserved for occupa 
by elderly persons ; and 
> 


‘(2) make annual contributions to public housing agencies to assist in 
achieving and maintaining the low-rent character of housing which are re 


served for occupancy by elderly persons 
‘(b) The provisions of this Act relating to low-rent housing generally shall 
apply with respect to low-rent housing for elderly persons assisted under sub 
section (a) of this section, except that with respect to such housing 

“(1) the Commissioner is authorized, with the approval of the President, 
to enter into contracts for annual contributions aggregating not more than 
$3,000,000 per annum (which shall be in addition to the contracts for annual 
contributions authorized by section 10 (e) of this Act or by any other pro 
vision of law) in the fiscal year 1956 and in each of the four succeeding 
fiscal years ; 

‘(2) the Commissioner may authorize the commencement of construc 
tion of not to exceed fifty thousand dwelling units (which shall be in addition 
to the number of dwelling units authorized by section 10 (e) of this Act 
or by any other provision of law) in the fiscal year 1956 and in each of 
the four succeeding fiscal years ; 

(3) section 10 (g) of this Act (relating to veterans’ preferences) shall 
not be applicable; 

“(4) the occupancy of dwelling units in such housing shall be limited to 
elderly persons of low income (as determined under regulations prescribed 
by the Commissioner) ; and 

“(5) the dwelling units in such housing shall be available to single per 

sons otherwise eligible as well as to families. 

| “(c) Low-rent housing assisted under subsection (a) of this section shall be 

designed specifically for occupancy by elderly persons, and shall be conveniently 

located, so as to provide to the maximum extent practicable for their comfort and 

welfare and to aid in alleviating the infirmities characteristic of the elderly. 
“(d) Whenever the Cominissioner determines that there is an acute shortage 

of adequate housing for elderly persons of low income in an area in which is 
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é ‘ s g ssisted nder section 10 « MS A l hice 
es ed by him, reconstruct or remodel such housing (or any part 
ered! [ | e awe yr units reserved and designed speci tic illy for occu 
el ersous nd such housing (or part thereof) shall thereafter 
eerie f oses of subsection (b) of this section, to be low-rent hous 
. er subse on { of this section 
‘ ihe ¢ SS1LOner s authorized to in de sucl pros isions in contracts 
e s t to section 10 of this Act after the date of the enactment of this 
te with the public housing agencies iived such modifi 
‘ LIS existing contracts made under section 10 of this Act, as 
necess | o permit elderly single persons of low income (as deter 
s prescribed by the Commissioner) to be admitted te an 
‘ t Sil issisted under such section 10 and -) to provide tor persons 
. d ted, conditions for continued occupany similar to those a] cable wit! 
‘ ) } en ts 
s 744, S4th ¢ y s 
\ I Act of 1950 ended t s to furthe 
] ng } i other ess ] 1 . 


Ne ite and House of Representatives of the lnited 


States ¢ Lane a in Congress assembled, That section 401 of title IV of the 
Housing Act of 1950, as amended, is hereby amended to read as follows: 
S 11 1) To assist educational institutions in providing housing and 


ther educational facilities for their students and faculties the Administrator 
ake loans of funds to such institutions for the construction of such facil 

‘ Provided, That (1) no such loan shall be made unless the educational insti 
shows that it is unable to secure the necessary funds for such construction 
ler sources upon terms and conditions equally as favorable as the terms 

ons applicable to loans under this title, and (2) no such loan shall be 

e unless the Administrator finds that the construction will be undertaken in 

economical manner, and that it will not be of elaborate or extravagant design 


{ny educational institution which, prior to the date of enactment of this 
Act, has contracted for housing or other educational facilities may, in connection 
therewith, receive loans authorized under this title, as the Administrator may 
determine: Provided, That no such loan shall be made for any housing or othe 
educational facilities, the construction of which was begun prior to the effective 
date of this Act 

\ loan to an educational institution may be in an amount not exceeding 

e total development cost of the construction, as determined by the Adminis 
itor: Shall be secured in such manner and be repaid within such period, not 
exceeding fifty years, as may be determined by him: and with respect to loan 
contracts entered into after the date of enactment of the College Housing Amend- 
ments of 1955 shall bear interest at a rate determined by the Administrator 
Which shall be not more than the higher of (1) two and three-quarters per 
centum per annum, or (2) the total of one-quarter of one per centum per annum 
added to the rate of interest paid by the Administrator on funds obtained from 
: etary of the Treasury as provided in subsection (e) of this section. 
d) To obtain funds for loans under this title, the Administrator may issue 
and have outstanding at any one time notes and obligations for purchase by the 
Secretary of the Treasury in an amount not to exceed $500,000.000: Provided, 
That the amount outstanding for other educational facilities, as defined herein, 
shall not exceed 8100,000,000 

e) Notes or other obligations issued by the Administrator under this title 
shall be in such forms and denominations, have such maturities, and be subject to 


such terms and conditions as may be prescribed by the Administrator. with the 

pproval of the Secretary of the Treasury. Such notes or other obligations 
issued to obtain funds for loan contracts entered into after the effective date of 
the College Housing Amendments of 1955 shall bear interest at a rate determined 


the Secretary of the Treasury which shall be not more than the higher of (1) 

nd one-half per centum per annum, or (2) the average annual interest rate 
gz obligations of the United States then forming a part of 
1e public debt as computed at the end of the fiscal year next preceding the issu- 
ance by the Administrator and adjusted to the nearest one-eighth of one per 
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centum. The Secretary of the Treasury is authorized a | 
any notes and other obligations of the Administrator issued under this title and 
for such purpose is authorized to use as a public-debt transaction the proceeds 





from the sale of any securities issued under the 1 Liberty Bond Act Ss 
amended, and the purposes for which securities ma) issued under such Act 


as amended, are extended to include any purchases of such notes and other 
obligations. The Secretary of the Treasury may at any time sell any of the notes 
or other obligations acquired by him under this section All redemptions, pur 
chases, and sales by the Secretary of the Treasury of such notes or other obli 
tions shall be treated as public-debt transactions of the United States 

f) There are hereby authorized to be appropriated to the Administrat: 
such sums as may be necessary, together with lo: 


ments made by educational institutions assisted hereunder, for payments on 





notes or other obligations issued by the Administrator under this sectio1 
Sec. 2. That subsection (c¢c) of section 404 of title LV of the Housing A f 
1950, as amended, is hereby amended to read as follows 
c) ‘Development cost’ means costs of the construction of the housing or 
other educational facilities and the land on which it is located, including neces 
sary site improvements to permit its use for housing or other educational 


facilities.” 
Sec. 3. That section 404 of title IV of the Housing Act of 1950, as amended, is 
hereby amended by the addition of the following subsection (h) 
h) ‘Other educational facilities’ means (1) new structures of a self-liquidat 
ing nature suitable for use as cafeterias or dinin 
student unions, infirmaries or other inpatient or outpatient health f: ities, and 


for other essential service facilities, and (2) structures of a self-liqu iting 
nature suitable for the above uses provided by rehabilitation, alteration, con 
version, or improvement of existing structures whicl e otherwise inadequate 
for such uses.” 

Sec. 4. This Act may be cited as the “College Housing Amendments of 1955 

S. 1766, 84th ¢ g st s 

. BILL 1 me e IV of the Housing A f 1950 t 

Be it enacted by the Senate and House of Representat eof tl ] 
0 \ erica in Congress assembled. That subsection 1) of section 40 \ 
f the Housing Act of 1950, as amended, is amended to read as f 

Sec. 401. (a fo assist in providing housing for students and faculties of edu 
cational institut is the Administrator may make loans of funds for the « tru 
tion of such housing to any such institution or any educational housing pora 
tion. No such loan shall be made unless (1) it is shown to the Administ: . 
satisfaction that the necessary funds for such housing cannot be procured fi 


other sources upon terms and conditions generally comparable to the terms 
and conditions applicable to loans under this title, (2) the Administrator fine 
that the housing will be undertaken in such a manner that economy will be 


promoted in its construction, and that it will not be of elaborate e) iva 
gant design or materials, and (3) the constructio f the housing was co! 
menced subsequent to the effective date of this Act Any educational inst il 

‘ educational housing corporation which, prior to the date of enactment of this 
amendatory section, has contracted for housing may n connection the i. 


receive loans authorized, under this title, as the Administrator may determine 
Any such loan may be made in an amount not exceeding the total development 
f the housing, as determined by the Administrator: shall be secures 

manner and be repaid within such period, not exceeding forty years s may be 


determined by him: and, with respect to loan contracts entered into after the 


COST ¢ 








minimum annual rate has been specified as provided herein, shall bear interest 
a rate determined by the Administrator which shall be not less than the minimun 
annual rate which the Secretary of the Treasury shall specify as applicable to the 





six-month period (beginning with the six-month period ending 
1953) during which the contract for the loan is approved by the Admini 
Such minimum annual rate for each six-month period shall be determined by the 





Secretary of the Treasury by estimatir the average yield to maturity, on the 
basis of daily closing market bid quotations or prices during the mon of M 
or the month of November, as the case may be, next pre eding such six-mont 
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a sutstanding marketable obligations of the United States having a 

mist vy date of fifteen or more years from the first day of such month of May 
November, and by adjusting such estimated average annual yield to the 
est one-eighth of 1 per centum.” 

s 2. Section 403 of title IV of the Housing Act of 1950, as amended, is 
mended by striking out “educational institutions” and inserting in lieu thereof 
‘ 4 hle borrowers re 

Sec. 8. (a) Subsection (b) of section 404 of title 1V of the Housing Act of 
850, as amended, is amended to read as follows: 

hy Education: ustitution” means any educational institution offering at 


ea i two-year program acceptable for full credit toward a baccalaureate degree, 


I ding (1) any public educational institution, or (2) any private educational 


tution, no part of the net earnings of which shall inure to the benefit of any 
shareholder or individual.” 
(1) Section 404 of title [IV of such Act is amended by inserting immedi 
after subsection (b) a new subsection as follows: 
I at il housing corporation’ means any educational or philanthropic 


no part of the net earnings of which inures to the benefit of any 


e shareholder or individual) (1) established by any educational institution 
he sole purpose of providing housing to students or students and faculty of 
h institution, and (2) upon dissolution of which all title to any property pur- 
ed or built from the proceeds of any loan secured under this title will pass 
such institution.’ 
~) Section 404 of title IV of such Act is further amended by redesignating 
bsections (¢), (d), (e), (f), and (g), as they existed prior to the amendments 
le by this Act is (d), (e), (f), (2), and (h), respectively. 
S. 1800, 84th Cong., 1 s 
ILI ws relating to tl }) sion and linprovement of s gz 
tion d prevention of slums, and the conservation and development 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Housing 


FEDERAL HOUSING ADMINISTRATION 


Sec. 2. Section 2 (a) of the National Housing Act, as amended, is hereby 
unended by striking “July 1, 1955" and inserting “July 1, 1960". 

Sec. 38. Section 2038 (i) of said Act, as amended, is hereby amended by striking 
‘, the total amount of insurance outstanding at any one time under this proviso 
not to exceed S1LOO.000 000" 


Sec. 4. Section 204 (f) of said Act, as amended, is hereby amended by add- 


ing the following paragraph at the end thereof : 

Notwithstanding any other provisions of this section, the Commissioner is 
authorized, with respect to mortgages insured pursuant to commitments for 
insurance issued on or after July 1, 1955, and, with the consent of the mortgagee 
or mortgagor, as the case may be, with respect to mortgages insured pursuant 
to commitments issued prior to such date, to effect the settlement of certificates 
of claim and refunds to mortgagors at any time after the sale or transfer of title 
to the property conveyed to the Commissioner under this section and without 
awaiting the final liquidation of such property for the purpose of determining 
the net amount to be realized therefrom.” 

Sec. 5. Said Act, as amended, is hereby amended 
(1) by striking clause 1 of section 207 (c) and inserting: 

1) not to exceed $12,500,000 with respect to any one mortgage instru- 
ment and such that the aggregate amount of any commitment or commit 
ments issued ahd outstanding under this section at any time with respect 
to a project or projects in the same housing market area and involving the 
same mortgagor (or mortgagors under substantially the same control, as 
determined by the Commissioner) shall not exceed $12,500,000, or, if the 
mortgage is executed by a mortgagor coming within the provisions of clause 
(b) (1) of this section, such dollar limit with respect to any one mortgage 


instrument and with respect to the aggregate amount of such commitments 
Shall be 850,000,000 :” - 


HOUSING ACT Ot 


—" 
a 


(2) by striking clause 1 of section 2135 (b) and inserting 


“(1) not to exceed $12,500,000 with respect to any one mortgage instru 
ment aud such that the aggregate amount of any commitment or com 
mitments issued and outstanding under this section at any time with respect 
to a project or projects in the same housing market area and involving the 
same mortgagor (or mortgagors under substantially the same control, as 
determined by the Commissioner) shall not exceed $12,500,000, or, if the 
mortgage is executed by a mortgagor regulated or supervised under Federal 
or State laws or by political subdivisions of States or agencies thereof, 
as to rents, charges, and methods of operation, such dollar limit with re 
spect to any one mortgage instrument and with respect to the aggregate 
amount of such commitments shall be $25,000,000 ; and” ; 

(3) by striking clause (i) of section 220 (d) (3) (B) and inserting: 

‘(i) not to exceed $50,000,000 with respect to any one mortgage instru- 
ment and such that the aggregate amount of any commitment or commit- 
ments issued and outstanding under this section at any time with respect 
to a project or projects in the same housing market area and involving 
the same mortgagor (or mortgagors under substantially the same control, 
as determined by the Commissioner) shall not exceed $50,000,000 > and” ; and 

(4) by striking “$5,000,000” in sections 213 (c), 221 (d) (3), and 8038 
(b) (8) and inserting : “$12,500,000 with respect to any one mortgage instru 
ment and such that the aggregate amount of any commitment or commit 
ments issued and outstanding under this section at any time with respect 
to a project or projects in the same housing market area and involving the 
same mortgagor (or mortgagors under substantially the same control, 
determined by the Commissioner) shall not exceed $12,500,000". 

Sec. 6. Section 217 of said Act, as amended, is hereby amended by striking 
July 1, 1954” and inserting “July 1, 1955,” and by striking “$3,500,000,000 and 
inserting $4,000,000,000", 


as 


Sec. 7. Clause (a) of the second sentence of section 227 of said Act, as 


amended is hereby amended by striking “under section 221" and inserting “under 


+ 


section 221 if the mortgage meets the requirements of paragraph | 
section (d) thereof”’. 

Sec. & Section 604 (f) of said Act, as amended, is hereby amended by adding 

the following paragraph at the end thereof : 

“Notwithstanding any other provisions of this section, the 

authorized, with the consent of the mortgagee or mortgagor, as the case may be, 

» effect the settlement of certificates of claim and refunds at any time after the 

sale or transfer of title to the property conveyed to the Commissioner under this 
section without awaiting the final liquidation of such property for the purpose 
of determining the net amount to be realized therefrom.” 
Sec. 9. Section 8083 (a) of said Act, as amended, is hereby amended by striking 
pursuant to a commitment to insure issued on or before such date” and inserting 
pursuant to a certification by the Secretary of Defense or his designee made on 
or before such date and a commitment to insure issued on or before June 30, 1956.” 

Sec. 10. The second sentence of section 104 of the Defense Housing and Com- 
munity Facilities and Services Act of 1951, as amended, is hereby amended by 
striking in clause (a) thereof “designate hereunder’ and inserting “designate 
hereunder or (iii) pursuant to a commitment to insure issued pursuant to the 
preceding clause (ii)”. 


>) of sub 


Commissioner is 


SLUM CLEARANCE AND URBAN RENEWAI 


Sec. 11. (a) Section 1038 (b) of the Housing Act of 1949, as amended, is hereby 
imended by striking “$100,000,000, which limit shall be increased by further 
imounts of $100,000,000 on July 1 in each of the years 1950, 1951, 1952, and 1953, 
respectively : Provided, That (subject to the total authorization of not to exceed 
$500,000,000)” and inserting “$500,000,000, which limit shall be increased by fur- 
ther amounts of $200,000,000 on July 1 in each of the years 1955 and 1956, respec- 
tively: Provided, That”. 

(b) Section 106 (e) of said Act, as amended, is hereby amended by striking 
$35,000,000" and inserting “$70,000,000.” 
Sec. 12. The Territorial Enabling Act of 1950 (64 Stat. 344) is hereby 
imended 
(1) by inserting “urban renewal,” after “urban redevelopment,” in the 
title ; 
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AND URBAN RENEWAL” after “REDEVELOP 
tle | 


and urban renewal 
lace where that 


the term “urban 


term appears in title I 


REDEVELOPMENT,” 


projects” after 


ects” in each p 


URBAN RENEWAL,” after 











f title III 
ng rban renewal,” after “urban redevelopment,” in s¢ 
g “or urban renewal” after “urban redevelopment” in se« 
ng “as amended,” after Public Law 171, Eighty-first C 
ns 101, 301, and 304 
Ine is amended iiter Housing Act of 1949." in the clans 
ll Se 304: and 
y us amended,” after this Act’ in sections 101, 301 
‘ RI BLIC HOUSING 
ted States Housing Act of 1937, as amended, is hereby amen 
ni1o ind inserting the following: 
n g the provisions of any other law, the Authority ay, 
re ousing initiated after March 1, 1949, enter into new 
! nual contributions after July 1, 1954. for not to exceed 
ie lditio dwelling units. which amount shall be increased 
sand additional dwelling units on July 1 of the years 1955 and 
‘ to s new contracts for preliminary loans in respect 
ste th the number of dwelling units for which contracts 
s may be entered into hereunder: Provided, That the 
l mtracts f loans and annual contributions witl 
h thirt) e thousand additional dwelling units shall ter 
‘ e first date on which such authority may be exercised under 
. s of this s ection: Provided further, That no such new 
( ! 3 il units shall be entered into except 
rent housing f respecting which (1) the Housing 
ng A ! rator ade the determination and certitfic: 
le program as prescribed in section 101 (¢ of the 
149, as amended, « (2) there is being carried out a ect 
id tract executed, or prior approval granted, by the 
e Fil ce Administrator under title I of the Housing Act o 
et he effec e date of the Housing Act of 1954: Pro f 
. ( contract for annual contributions for additional units 
ss e governing body of the locality has, by resolution, 
ic nits: 1nd provided further, That no such new con 
ontribu s for additional units shall be entered into unless 
h additiona nits does not exceed the number of families of 
ble for admission to such units, which the Housing and Home 
‘ r est es will be displaced within the metropolitan or 
. locality as a result of Federal, State, or local govern 
ME LOAN J OAI 
Fede Home I Bank Act, as amended, is hereby amended 
ng section G6 (¢) and inserting: 
gina ck ibscription for each institution eligible to become 
section 4 shall be an amount equal to 1 per centum of the aggre 
d principal of the subsecriber’s home mortgage loans, or such 
t exceeding 2 per centum as the Board shall by regulation 
ess than $500: Provided, That nothing herein shall permit a 
the amount of stock held by it to below 2 per centum of the 
ie unpaid principal of its home mortgage loans as of the effective 
using Amendments of 1955, but no such member shall be required 
! ld stock until such time as the amount of stock held 
qual that required by such regulatior The Board shall from time 
he amount of stock held by each member so that, as nearly as 
member shail at all times have invested in the stock of the Federal 
least an amount calculated in the manner provided in the 
e (b ess than S500 If the Board finds that the invest 
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ment of any member in stock is greater than that required w tl ct 


under regulation of the Board, upon application of such member, 


shall pay such member for each share of Stock in excess of 
tll pay 


the amount so re 


uired an amount equal to the par value of such stocl rr. at the el 


n K, ect of the 
bank, the whole or any part of the payments which would be so made shall be 
credited upon any indebtedness of the member to the bank In either such 
event, stock equal in par value to the amount of the payment or credit, or both 
as the case may be, shall be surrendered and canceled No share of stock s) 
be surrendered and canceled if the effect of such surrender and cancellatior 
would be to violate the provisions of section 10 (¢c) requiring the amount of stock 
held by such member to equal at least one-twelfth of the outstanding advances 
to such member.” 

(2) by striking the first sentence of section 6 ) and inserting An) 
member other than a Federal savings and loan association may withdr 


from membership in a Federal home loan bank six months after filing with 
the Board written notice of intention so to do, and the Board y; 
hearing, remove any member from membership, or deprive any nonmember 
borrower of the privilege of obtaining further advances, if, in the opinion 
of the Board, such member or nonmember borrower (i 


i 


) has failed to comply 


vith any provision of this Act or regulation of the Board made pursuant 
thereto; (ii) is insolvent: Provided, That any member of a bank which is 
i. building and loan association, savings and loan association, cooperative 
bank, or homestead association shall be deem«e insolvent if the assets of 


such member are less than its obligations to its credit 


ors and others, includ 
ng the holders of its withdrawable acccunts;: or | 


iii) has a management 


r home-financing policy of a character inconsistent with sound and eco 
nomical home-financing or with the purposes of this Act 
(3) by repealing section 6 (1): and 
(4) by striking the period at the end of section 7 (a) and inserting a color 


and the following: “Provided, That the Board 


lay by regulation increase 
the number of elective directors of any Federal 


home loan bank having a 

district which includes five or more States to a number not exceeding tw 

the number of States comprising such district, but such additiona 

directors shall be apportioned as nearly as may be practicable 

manner and order as is provided for the apportionment of elective directors 

under subsections (¢c) and (d) hereof. The term ‘States’ as used in the 
preceding proviso shall mean the States of the Union and the Dist 
Columbia.”. 

Sec. 15. The Home Owners’ Loan Act of 1933, as amended, is hereby amended 
by striking the proviso at the end of the second parag 
inserting: “Provided, That no such loan, unless so 
be made in excess of $2,500.". 

Sec. 16. The National Housing Act, as amended, is hereby amended by striking 
section 403 (d) and inserting: 

‘(d) Any institution which applies after the effective date of the Housi1 
\mendments of 1955 for insurance under this title shall pay, it 
ention is approved, an admission fee in such amount 


determine, taking into consideration the total cost of processing all insurance 
applications.” 


elective 


i 
the same 


ict of 





raph of section 5 (¢c) and 


nsured or guaranteed, shall 


the event its appli 
is the Corporation shall 


COMMUNITY FACILITIES ADMINISTRATION 


Sec. 17. Section 702 of the Housing Act of 1954 is hereby amended to read as 
follows: 


“Sec. 702. (a) In order (1) to encourage municipalities and other public agen 
cies to maintain at all times a current and adequate reserve of planned publi 
works the construction of which can rapidly be commenced, particularly when 
the national or local economic situation makes such a 
to help attain maximum economy and efficiency in the planning and construction 
of public works, the Administrator is hereby authorized to make advances to 
public agencies (notwithstanding the provisions of section 3648 of the Revised 
Statutes, as amended) to aid in financing the cost of engineering and archite 
tural surveys, designs, plans, working drawings, specifications, or other action 
preliminary to and in preparation for the construction of public works: Pro 
vided, That the making of advances hereunder shall not in any way -.commit 
the Congress to appropriate funds to assist in financing the construction of any 
public works so planned: And provided further, That advances outstanding to 
public agencies in any one State shall at no time exceed 10 per centum of the 


tion desirable, and (2) 
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aggregate then authorized to be appropriated to the revolving fund established 
pursuant to subsection (e) of this section. 

“(b) No advance shall be made hereunder with respect to any individual 
project unless it is planned to be constructed within a reasonable period of 
time, unless it conforms to an overall State, local, or regional plan approved by 
a competent State, local, or regional authority, and unless the public agency 
formally contracts with the Federal Government to complete the plan prepara 
tion promptly and to repay such advance or part thereof when due. Subsequent 
to approval and prior to disbursement of any Federal funds for the purpose ot 
advance planning, the applicant shall establish a separate planning account into 
which all Federal and applicant funds estimated to be required for plan prepara 
tion shall be placed. 

“(c) Advances under this section to any public agency shall be repaid with 
out interest by such agency when the construction of the public works is under 
taken or started: Provided, That if the public agency undertakes to construct 
only a portion of a planned public work it shall repay such proportionate amoun 
of the advances relating to the public work as the Administrator determines to 
be equitable: And provided further, That in the event repayment is not made 
promptly such unpaid sum shall bear interest at the rate of 4 per centum pe! 
annum from the date of the Government’s demand for repayment to the date of 
payment thereof by the public agency. 

‘(d) The Administrator is authorized to prescribe rules and regulations 
carry out the purpose of this section. 

“(e) In order to provide moneys for advances in accordance with this section, 
the Administrator is hereby authorized to establish a revolving fund which 
shall comprise all moneys heretofore or hereafter appropriated pursuant to this 
section, together with all repayments and other receipts in connection with ad 
vances made under this section. There are hereby authorized to be appropriated 
to such revolving fund, in addition to the amount authorized by this section as 
originally enacted, the further amounts of $12,000,000 which may be made avai 
able to the revolving fund on or after July 1, 1956; $12,000,000 which may he 
made available to such fund on or after July 1, 1957; $14,000,000 which may he 
made available to such fund on or after July 1, 1958: and such additional sums 
which may be made available from year to year thereafter as may be estimated 
to be necessary to maintain not to exceed a total of $48,000,000 in undisbursed 
balances in the revolving fund and in advances outstanding for plans in prepara 
tion or for completed plans with respect to projects which, in the determinatio: 
of the Administrator, can be expected to be undertaken within a reasonable period 
of time.” 

Sec. 18. Effective upon the date of enactment of this Act the basic rate of con 
pensation of the Community Facilities Commissioner of the Housing and Hom 
Finance Agency shall be the same as the basic rate of compensation established 
for the heads of the constituent agencies of the Housing and Home Finance 
Agency 





SECTION-BY-SECTION ANALYSIS OF “Houstnc AMENDMENTS OF 1955” (S. 1800) 
FEDERAL HOUSING ADMINISTRATION 


Section 1: This section provides that the act may be cited as the “Housing 
Amendments of 1955.” 


Hlo ( re pan and mode rnization 


Section 2. Extension of Title I Home Repair and Modernization Program 
I 


This section would extend the FHA title I home repair and modernization 
program for five years to July 1, 1960. 

Maintenance of a high level of construction activity, improvement of indi 
vidual properties in need of modernization or repair, and proper maintenancs 
of the existing housing inventory of the Nation are all affected significantly by 
the availability of adequate consumer credit for modernization and repair loans 
The FHA title I program has contributed significantly toward assuring an 
adequate supply of such credit 

Availability of insurance protection for this type of credit encourages lenders 
to make these loans available to borrowers in smaller communities and eli 
gible borrowers in larger communities who might otherwise have difficulty 
in arranging loans. In this connection, it should be noted that credit for 
home repair purposes is not as readily available (without some measure of 


fe ee 
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governmental encouragement) as is consumer credit for 
refrigerators, and other consumer durable goods. In these fields, the dealer 
normally receives credit support from the manufacturer. In the « 
repair loans, however, manufacturers of paint, lumber, gypsum, nails, and 
other products are each likely to have a relatively small stake in the repair 
or improvement job done by the local firm. The manufacturer or wholesale 
supplier is thus rarely interested in backing up credit for a repair or improve- 
ment job, especially when the largest cost item is locally applied labor. In 
addition, the local automobile dealer, appliance or department store itself 
normally has a better line of credit than the carpenter, painter, small con- 
ractor, or hardware merchant who may supply the services or materials for 
home repairs or improvements. Finally, it should be noted that an auto 
mobile, radio, or refrigerator can be made subject to a chattel mortgage and 
can be repossessed, while items financed under title I become part of the house 
and cannot be repossessed. Neither is it practical in the 
loan to go through the expense of obtaining secondary real-property mortgage 
security. It is for these reasons that home repair or improvement loans, in 
the absence of title I aids, will be unavailable to many borrowers, 
available at exhorbitant interest rates or fees. 

Insurance activity in excess of $60 million monthly under this program since 
the effective date of the 1954 act amendments reflects the continuing useful 
ness of the program. Also, the title I program of insurance for modernization 
and repair loans constitutes an integral part of the urban renewal program 


automobiles, radios, 


ase of home 


case of a repair 


or else be 


for neighborhood conservation and improvement which was adopted in the 
Housing Act of 1954. 
In order that the lending institutions and dealer organizations may make 


appropriate plans for participating in both the urban renewal 
other modernization and repair, the title | program would 
vears as provided in this section. This is equivalent to the most recent pre 
vious extension from March 1, 1950, to July 1, 1955. 


program and 
be extended for 5 


Fi ron housing 


Section 3. Repeal of Separate Limitation on Insurance Authorization for 
Farm Housing Mortgages Insured Under Section 203 (i): The Housing Act of 
1954 perfected a consolidation of all outstanding mortgage insurance authori 
ations (previously provided under secs. 8, 208, 217, 603, 610, 701, S803, and 
903) into a single authorization provided for under section 217, and elimi 
nated the separate insurance limitation for each of these sections. This con 
solidation simplified FHA administration of the insurance authorizations and 
presidential actions related thereto. 

The Housing Act of 1954 created several new mortgage insurance programs 
which are operated under the single mortgage insurance authorization, includ 
ng farm home mortgage insurance under section 203 (i). However, unlike 
the other sections, section 203 (i) contained a separate subsidiary authoriza 
tion limitation of $100 million. 

In the interest of reducing the record keeping with respect to 


the farm 
housing program and the necessity for recurring estimates of the 


amounts 
of outstanding balances on these farm housing mortgages, the separate authori 
zation control on this program should be eliminated and the insurance volume 
under this program be consolidated for control purposes with other insurance 
activity under section 208. To accomplish this purpose, the special limitation 
for section 208 (i) would be repealed. 


Certificates of claim 


Section 4. FHA Settlement of Certificates of Claim: This section would 
enable the FHA to make final settlement of certificates of claim held by mort 
gagees, and refunds to mortgagors, at any time after the sale or transfer of 
title by the FHA to sales housing acquired by FHA in cases of defaulted mort- 
‘s. The provision would apply to mortgages insured pursuant to commit- 
ments for insurance issued on or after July 1, 1955. Also, if the mortgagee 
or mortgagor consents, the provision would apply to mortgages insured pur- 
suant to commitments issued prior to that date. The section would carry out 
a recommendation made by the General Accounting Office for the purpose of 
saving personnel expenditures and other administrative expenses. (Comptroller 
General’s Report on Audit of FHA for the Fiscal Year Ended June 30, 1953. 
H. Doc. 53, 84th Cong., p. 6.) 

Under the provisions of section 204 of the National Housing Act (which relates 
0 sales housing mortgages, but not to rental housing mortgages) the mortgagee 


Lax 


1 
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receive ise of default on the morgage, the benefits of FHA insurance in 
the form of (1) debentures in an amount equal to the “value of the mortgage” 
is defined in the act vhich does not include the full amount of earned interest 
ind does not ordinarily fully compensate the mortgagee for foreclosure costs 


nd other expenses or advances made by it (debentures are isued in multiples 
of $50 and provision is made for a cash payment to adjust the difference between 
the value of the mortgage and the aggregate face value of debentures, not to 
eed $50), and ) a certificate of claim in an amount equal to the difference 





between the debentures (and cash adjustment) and the amount which the mort- 
ee would have received if the mortgagor had paid the indebtedness in full at 


the me of the conveyance to the Commissioner. 
In each such case the Commissioner acquires the property covered by the 
mortgage. The certificate of claim, plus an annual increment of 3 percent, 
payvble to the mortgagee only if the net amount realized by the Com- 
miss er from the property exceeds the Commissioner's outlay with respect to 
the property, including debenture principal and interest and all the expenses 
f the Commissioner in dealing with and disposing of the property. If any excess 


should remain after payment of the certificate of claim, the Commissioner pays 
le excess to the mortgagor. 

Phe existing provisions of section 204 do not permit settlement of the certifi 
and payment of any excess to a mortgagor until final liquidation 
e Commissioner's interest in the property, since “the net amount realized” 


om the property can only be determined after final payment has been made 


by the purchase For example, if a Commissioner-owned property is sold to a 
irchaser making a 10 percent downpayment and executing a 20-year mortgage 
for the remainder of the purchase price, settlement of a certificate of claim may 
not now be made until such mortgage is paid in full, thus requiring the mainte- 
ince of records for a period of 20 years before settlement of the certificate of 
( be mia 


\ study based upon a sampling of home ownership properties acquired and 


d by the Commissioner indicates that the proposed amendment would result 
nancial benefit to the FHA because the earlier settlements will result in 
stuplitied accounting and reduced record keeping. The financial savings may 


i very substantial if there arises a high volume of insurance claims. 
Multitamaly housing mortgage limitation 


Section 5. Revision of Mortgage Limitations for Multifamily Projects: This 
section would revise the present statutory mortgage limitations for multifamily 
projects. The $5 million limitation for projects with private sponsorship would 
be changed to $12,500,000, and the mortgage limitation would be applied both 
to each individual mortgage instrument and to the aggregate amount of any 
commitment or commitments outstanding at any one time under each section of 
the act with respect to projects in the same housing market area which involve 
the same mortgagor (or mortgagors under substantially the same control). 

In February 1988, section 207 of the National Housing Act was amended 
to provide that no insured mortgage under that section shall involve a principal 
obligation in an amount exceeding $5 million. Prior to that time, section 207 
permitted a $10 million maximum. Statutory language similar to the 19388 
amendment has been used to establish mortgage limits for private housing cor- 
porations in each multifamily project program enacted since that date, namely 
sections 215, 220, 221, GOS, S03, and 90S. 

From 1938 until the summer of 1954, the $5 million limitation was adminis- 
tratively applied as a limitation solely on the amopnt of a single mortgage in- 
strument. This application extended even to a point of insuring two individual 
mortgages for a single sponsor for contiguous properties on which the physical 
improvements were, for operating purposes, essentially a single structure. 

Alternative administrative decisions might, under present legislative authority, 
place a limitation with respect to operations of a single sponsor or groups of 
interrelated sponsors on either: (1) the aggregate mortgage indebtedness in- 
surable in all insured projects without regard to location, (2) the aggregate 
mortgages insurable within a single housing market area, or (3) the aggregate 
mortgages insurable within a single development, that is, housing on contiguous 
sites, capable of being managed as a single project. 

The first alternative would preclude insurance exceeding $5 million on projects 
with a single sponsor or interrelated group of sponsors even though the projects 
involved were locatec in such widely separated locations that no competitive 
relations within any housing market are in any way affected by the fact that 
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aggregate mortgages exceed $5 million. Such a control would, in effect, be 
designed to place a limit on the total concurrent benefits which any program of 
the National Housing Act could make available to any one sponsor. 

The second alternative would limit the amount of mortgage insurance for a 
single sponsor in a housing market area (or metropolitan area) to the $5 million 
limitation. Such a limitation would be directed toward avoiding any semblance 
of monopoly of opportunity to serve an existing housing demand within a hous 
ing market, which might otherwise occur if simultaneous commitments were 
approved for several projects in scattered locations within a metropolitan a1 

The third alternative would limit the amount of mortgage insurance to SS 
million on one or more mortgages if the projects involved were so closely related 
that they present the appearance of constituting an integrated project or if 
management as a single project is in fact feasible This limitation would be 
designed particularly to preclude such a concentration of newly created rental 
housing in a limited sector of a housing market that one sponsor or g¢ 
related sponsors could either monopolize the opportunity to serve rental housing 
demand in a single small section or could expose the FHA to an excessive risk of 
insurance loss because of inadequate marketabilitv in a 


roup ot 


le sectioy 


The present administrative application of the $5 million limitation bv 1 


FHA is that no one sponsor or group of interrelated sponsors shall receive 
project mortgage insurance on one or more mortgages exceeding $5 million 
within a single housing market area so long as the projects securing mortgages 
are under construction or still attaining initial occupancy This interpretation 


aims to minimize (1) monopolization of opportunity at a given time to serve new 
market demand in that market area and (2) undue risks of market absorption 


In the case of section 220 housing in urban renewal projects, these restrictions 
are not applied if local government determinations have identified and con 
tracted with a single sponsorship for a larger aggregate of housing and if the 
Housing and Home Finance Administrator has approved an urban renewal plan 
for the area which involves a larger aggregate of housing under a single spo1 
sorship. In all projects, the maximum insurable mortgage within the $5 million 
limitation is determined by FHA analysis of the marketability of the number 
and quality of rental units proposed for construction. Thus, in smaller com 
munities or in relatively slow growing areas, individual projects may be limited, 
as a result of market requirements, to mortgage amounts substantially below 
the $5 million limitation. 

With due recognition of the increase in construction costs since 1938, it is 
evident that the administrative policy now in effect under sections 207, 213, 
221, 803, and 908 limits mortgage insurance for a single sponsor within a single 
housing market to a substantially smaller amount of rental housing than could 
have been covered by a single mortgage in 1938, when the $5 million limitation 
was adopted. 

For purpose of clarification, two amendments are incorporated in this sectior 
of the bill. First, that the maximum insurable mortgage amount limitation for 
private housing corporations under substantially the same control be established 
at $12,500,000 for sections 207, 213, 221, and SO3. Second, that the comparable 
limitation for section 220 be established at $50 million. In the case of each of 
these sections, the limitation would be applicable to projects insured under the 
particular section within a housing market area as described above 

The $12,500,000 limitation constitutes an upward adjustment of the $5 million 
limitation first established in February 1938 in keeping with the intervening 
increase in construction cost levels as indicated by the E. H. Boeckh, Inc., 
indexes of construction costs for apartments, hotels, and office buildings 
(increase of 150 percent from 1957 average to October 1954). 

The $50 million limitation proposed for section 220 would establish for private 
corporations operating in urban renewal projects the same limitation now in 
effect under section 207 of the National Housing Act for public bodies. Use of 
a similar limitation appears reasonable in view of the fact that in the urban 
renewal operations to be insured under section 220, the governing body of the 
locality is required to prepare and submit the overall plans for specific urban 
renewal undertakings and the Housing and Home Finance Administrator's ap- 
proval, of such plans is required before FHA mortgage insurance can be made 
available. 

The proposed amendment would make 4 major changes in, or additions to, the 
language of the statute. The $5 million limitation would be changed to $12,500,000 
(except that for sec. 220 projects, the limitation would de $50 million) ; the limi- 
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tation would be applied not only to a single mortgagor, but also to mortgagors 
under substantially the same control; the limitation would cover an entire hous- 
ing market area, not merely an individual housing project ; and finally, the limita- 
tion would not apply to 2 or more mortgages, even though the sponsors were 
the same and the structures on contiguous sites, if the mortgages are not simul- 
taneously in the commitment stage (that is, the stage prior to the completion 
of the project and final endorsement of the mortgage for insurance). In such 
cases, no additional commitments would be made available until the market- 

ity of such units had been established by the response to the previous project. 


orfaage msupance authorization 


Section 6. Increase in FHA Mortgage Insurance Authorization: This section 
uld amend section 217 of the National Housing Act (the FHA general mort- 
gage insurance authorization) to authorize FHA mortgage insurance up to the 
egregate of outstanding insurance liability and commitments on June 30, 1955, 
is $4 billion. The revision of section 217 to base insuring operations after 
June 30, 1955, on outstanding commitments and insurance in force on that date 
plus the indicated increase in authorization is intended to show in the current 
legislation the additional amount of insurance liability which the agency is ex 
pected to assume during the ensuing fiscal year. The amount of unused authori 
ation under existing legislation remaining on June 30, 1955 (estimated to be over 
S600 million) would be merged with the new additional authorization proposed 
Thus, the new additional authorization is estimated to be under $3,400,000,000. 
Current budget estimates of mortgage insurance operations during the 1956 
fiscal year indicate a gross use of insurance authorization totaling $7,397,600,000. 
\fter allowance for return of authorization through expiration of commitments, 
scheduled repayments on outstanding insured mortgages, and complete prepay- 
nts of such mortgages, the prospective net use of insurance authorization for 
rtgage insurance programs during that fiscal year is estimated at $3,998,- 
SOMO) ON) 


Cost certific ation re quire ment 
Section 7. Removal of Cost Certification Requirements from Section 221 Single- 
Family Homes: As adopted in the Housing Act of 1954, section 227 of the Na- 
tional Housing Act provides for a certification of cost by the mortgagors on all 
roperties with mortgages insured under section 221, including both single- 
family homes for sale and rental projects. To the extent that construction 
under section 221 consists of single-family homes built in projects, the difficulties 
of cost certification substantially outweigh any possible benefits to be derived 
from the certification 
In such construction, as under section 203, homes produced in subdivision 
developments by operative builders are completed in succession and are trans 
ferred upon sale to an owner-occupant mortgagor. Upon such transfer, the cost 
to be certified would be the sale price of the property, a figure which is already 
eported to FHA and used as a basis for determining one of the limitations to the 
insurable mortgage amount. In this type of case (just as in the case of the 
construction of a single home for sale) the cost certification procedure serves 
no additional purpose. 
lor properties which are not sold upon completion, the builder may have the 
mortgage endorsed for insurance, with the mortgage amount limited to 85 percent 


of value, instead of 95 percent of value, thereby tripling the percentage of 
equity value. Also, on such transactions, total costs allocable to a particular 


structure may not be subject to final allocation, either because the expenditures 
ay not yet have been completed (such as street surfacing) or the appropriate 

allocation among all units produced may not yet be establishable because con- 

struction operations on other parts of the subdivision are still under way. 

Thus, with respect to single-family homes, the cost certification for the owner- 
occupant duplicates another established procedure, and as to the builder the 
certification would need to be done on a tentative or estimated basis. Accord- 
ngly, this section of the bill would, in effect, provide that under section 221, 
cost certification requirements shall be restricted to multifamily operations, as 
s the case in other FHA programs. 


Certificates of « laim 


Section 8. FHA Settlements of Certificates of Claim- -Section 603 Housing: 
This section would add the same provision with respect to section 603 mortgage 
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insurance (covering World War II and postwar veterans’ emergency housing 
built for sale) as would be added by section 4 of the bill with respect to other 
FHA sales housing. This section of the bill would thus enable FHA to expedite 
final settlement of certificates of claim, and refunds to mortgagors, in conne 
tion with sales housing assisted under section 603. Of course, no further mort 


gage insurance Commitments can be made under section 603 
Military housing 


Section 9. Extension of FHA Title VIII (Wherry Act Military Housing 
Program: Under existing law title VIII of the Nationa Act, the FHA 
Wherry Act military housing program, expires June 30, 1955. This sectior 





would extend title VIII for only those project which are certified by the Sec 
retary of Defense prior to June 30, 1955. Also, all commitments by FHA te 
nsure those projects must be made during the following veat This extension 
was requested by the Department of Defense so that existing title VIII opera 
tions may be concluded in an orderly manne! 

Section 10. Termination of Insurance Authority under Title IX This se 
tion would merely provide a technical amendment to continue title IX insurances 
for outstanding commitments on July 1, 1955. The Housing Act of 1954, re 
stricted title IX insuring operations to (1) outstanding commitments on July 


hit 
$1, 1954, and (2) projects designated by the President between July 31, 1954, and 


July 1, 1955. There has been only one Presidential action to authorize title IX 
operations since July 31, 1954, and there is no infor tion to indi 
tive requests for further Presidential actions ; 

Accordingly, this section would not extend title IX, except with respect to any 
commitments which may possibly yet be issued prior to July 1, 1955, and remain 
outstanding on that date. 


ute prospec 


} 
Slum clearance and urban renewal 


Section 11 (a) Capital Grant Authorization: Under the provisions of the 
Housing Act of 1949, capital grants in the aggregate amount of $500 million were 
authorized to carry out the title I slum clearance and urban redevelopment 
program, and this authorization was made available for the broader urban re- 
newal program under the Housing Act of 1954. Section 11 (a) of the bill would 
increase that authorization by an additional $200 million to be made available on 
July 1, 1955, and another $200 million to be made available on July 1, 1956. Also, 
the President would be authorized to increase the authorization at any time or 
times by an additional $100 million. 

sy May 1 of this year, a total of almost $470 million of capital grants had 
been effectively committed, including a $50 million reserve for possible over 
runs. It is practically certain that by June 30, 1955, the entire $500 million 
capital grant authorization now in the law will be committed, including the 
$50 million reserve for overruns. A commitment of capital grant funds for a 
project is effected when the original allocation of an advance for surveys and 
plans is made. The commitment consists of the reservation of capital grant 
funds for such project based upon estimates of the capital grant needs for the 
project. From time to time as the planning work progresses revisions may be 
made in the capital grant reservation to bring it in line with later estimates 
Reservations of capital grant funds do not represent legally binding obligations 
of the Federal Government to pay such capital grants. Such obligations are 
created when a contract for capital grant is executed following the completion 
of the surveys and plans. However, a reservation does indicate that a project 
approved for planning advances may in the normal course of events be covered 
by a contract for a capital grant, chargeable to a legislative authorization in 
effect when planning commences, in substantially the amount reserved. To that 
extent, therefore, such capital grant funds are earmarked or committed for such 
project. By June 30, 1955, the entire $500 million authorization will be thus 
reserved or committed. It is estimated that $194 million will actually be ob- 
ligated by such dates under title I contracts providing for the payment of capital 
grants. 

By the end of fiscal year 1955 additional capital grant authorization will be 
required for the title I urban renewal program. By December 31, 1955, it is 
estimated that capital grants in the aggregate amount of $585 million will be 
committed, of which $60 million will represent a reserve for overruns. By June 
30, 1956, a total of $700 million will be committed, of which $70 million will con 
stitute a reserve for overruns. Thereafter, it is anticipated that the commitment 
of capital grants will increase at a more rapid rate. The broadened scope of the 
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program and the anticipated increase in the number of municipalities that will 
participate in the new urban renewal program will accelerate capital grant com- 


mitments to the point that the balance of the increased capital grant authoriza- 
tion would be fully committed by about June 30, 1957. 
rhe need for providing at this time for the entire additional authorization 


f S500 1 ion in capital grants (to become available as described above) arises 
it of the type of program involved Many months of preliminary work are 
required to develop an urban renewal project The local community must en 
yage il ng-range preparatory activities involving such matters as establishing 
ind maintaining an appropriate urban renewal organization, hiring and training 
personnel, engaging experts, making surveys, preparing plans, revising capital 
nprovement programs and providing funds. In order to undertake such time- 
nsuming and expensive activities, local communities need the assurance that 
ipital grant funds are authorized and will be available at the time needed by 
h munities 


Moreover, the Urban Renewal Administration normally does not make even 
Janning advances for any project unless there is available adequate capital 
nt authorization to cover the project. This means that without the capital 
ant authorization the planning of many urban renewal projects cannot be 
! ed by local communities, nor can the program be carried out at an orderly 
ind efficient pace. The additional authorization is t s essential to enable local 
communities to Commence and carry out necessary preparatory activities and to 
keep the urban renewal program moving forward to achieve the objectives of 


Section 11 (b). Capital Grants Authorized for Any One State: Under section 
106 (1 of the Housing Act of 1949. as amended, not more than 10 percent of 
tal grants authorized may be expended in any one State, provided that 


additional $385 million (subject always to the limitation on the total author- 


ay be allocated to local public agencies in States 
n which more than two-thirds of the maximum capital grants permitted by 


nt< n 


those States has been obligated Ly the close of fiscal year 1955, it is expected 
that this $385 million cushion will be committed. On December 31, 1954, $12,- 
047,000 of the $35 million was committed. Upon the basis of applications in 
process and anticipated, it is estimated that by June 30, 1955, the full $35 million 
will be committed 

The proposed increase in the capital grant authorization would double the 
maximum amount that could be made available to local public agencies in any 
one State under section 106 (e). For a period of time this increase in the maxi- 
mum amount that can be made available in any one State afford ample margin 
for meeting the urban renewal needs. But as the urban renewal program gains 
momentum, it is anticipated that the 10 percent maximum under the increased 
authorization with the $35 million cushion now provided will not be adequate 
for local public agencies in several States. Other States may not be able, for 
various reasons, to avail themselves of the maximum available Federal assist- 
ance. It is, therefore, desirable to make appropriate provision in the law to 
enable local public agencies with extensive urban renewal programs to utilize, 
within the maximum of an additional $55 million cushion, capital grant funds 
which other States will not need. 

It should be noted that the $70 million amount in section 106 (e) would not 
be in addition to, but rather would be within, the total capital grant 
authorization 

Section 12. Urban Renewal in Territories: This section is a technical amend- 
ment to permit territories to take full advantage of the provisions of title I 
of the Housing Act of 1949, as amended by the Housing Act of 1954, making 
financial assistance available for urban renewal projects. The Territorial En- 
abling Act of 1950 authorized the governments of the territories to enact laws 
which would authorize municipalities or public authorities in those territories 
to carry out slum clearance and redevelopment projects which would be eligible 
for financial aid under title I of the Housing Act of 1949. However, the Housing 
Act of 1954 added provisions to the Housing Act of 1949 to authorize Federal 
aid to urban renewal, which includes aid not only for land acquisition and 
clearance for redevelopment as previously provided, but also aid to help in 
preventing the spread of slums and blight through the rehabilitation and con- 
servation measures. This section would broaden the authority of the territories 
in this respect to cover the broader urban renewal activities. 


Mm 


eee 
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Public housi iJ 


OW-RENT PI ¢ HOUS 
Section 15. Continuation of Public Housing and Moditicati of Restriction 

Chis section would authorize additional public hous y for 2 more years at the 
rate authorized for fiscal year 1955 under the Housing Act of 1954 It would 
maintain the basic purpose of meeting the relocatic eeds OL Tamilies of Lo 

income displaced by slum clearance and urban ret al projects under title I 
f the Housing Act of 1949, as amended, or by other governmental action Ihe 
section would, however, make necessary and desirable modifications of itor) 
restrictions which are holding up the provision of housing needed for those 


families and preventing the use of the authorization intended by the Congress 
Accordingly, the section would amend subsection 10 (i) of the United States 
Housing Act of 1937 (as amended by the Housing Act of 1954) to make the follow 
ne chanees: 

1. The authority to enter into new annual contributions contracts for addi- 
ional public housing would be increased by 70,000 units, in increments of 35,000 
ecoming available annually beginning July 1, 1955. This conforms to the recom 


I 
I A; 
mendation of the President in his State of the Union message. The present 
authorization (for 35,000 units expiring June 30, 1955, under present law) would 
be extended to June 30, 1956, and each of the new increments of 35,000 units 
would remain available for 2 years after the first date on which it becomes 
available. Thus, the 35,000 units becoming available on July 1, 1955, would 
remain available until the middle of 1957 and the 35,000 units becoming available 
on July 1, 1956, would remain available until the middle of 1958. This would 
establish a reasonable deadline for using the authorization without unduly dis 
rupting program operations. 

~. As under the existing law, the restrictions in the revised subsection 10 (i) 
would be made applicable to annual contributions contracts, thus effectively 


controlling the size of the new program. However, it would be made clear that 
preliminary loan contracts, under the revised subsection, would not be subject 
to these restrictions, in order that preliminary planning could start 1 date 
early enough to assure that the low-rent housing will be available when needed 
to rehouse low-income families displaced by governmental actior This is ¢or 

sistent with the present provisions of subsection 101 (¢) of the Housing Act of 
1949, as amended, which makes definitive contracts for low-rent housing 1 title 
I urban renewal projects subjects to the approval of a “workable program” fo1 
the prevention and elimination of slums and blight, but does not make preliminat 

or planning loans subject to such approval The proposed language, however, 


vould permit preliminary loan contracts for only a sufficient number of units to 
assure that annual contributions contracts could be entered into for the number 


{ 


of units authorized. 

5. There would be incorporated in the revised subsection the requirement 
(presently included in sec. 101 (c) of the Housing Act of 1949) that the Housing 
and Home Finance Administrator make the determination and certification 
relating to a workable program as prescribed in that section. The new lan- 
guage provides, however, as in the case of FHA mortgage insurance under se 
tion 221 of the National Housing Act for housing for displaced families, that 
the workable program requirement is not applicable in the case of a locality 
where there is being carried out an urban redevelopment project covered by a 
Feedral contract executed, or prior approval granted, by the Housing and Home 
Finance Administrator under title I of the Housing Act of 1949, as amended, 
before the effective date of the Housing Act of 1954. This is in recognition of 
the fact that the concept of a workable program is newly created by the Housing 
Act of 1954 and requires time for development of techniques and procedures; 
and where a title I project has been approved previously it ought not to wait 
for approval of a workable program before public housing or section 221 housing 
can go forward to provide dwellings for the families displaced by the title I 
project. Existing law permits the undertaking and completion of such title I 
projects although the community does not have, or will not have, a workable 
program. There will thus be the same problem of relocating displaced families 
of low income from those projects as from projects in communities having work 
able programs, and public housing should not be barred where needed for such 
families. 

4. The present requirement that there must be a title I urban renewal project 
being carried out in the community is eliminated, since it seems unfair to deny 
public housing assistance for displaced families in communities which have 
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workable programs and eliminate slums without Federal aid under title 1. This 
would be parallel to the provision with respect to FHA insurance under section 
221 for housing for displaced families which is predicated on the elimination 
of slums but does not require the carrying out of a title I project as a condition 
precedent to such insurance. 

5. In place of the present requirement of a certification by the local govern- 
ing body that the project is necessary to assist in meeting the relocation require- 
ments of section 105 (c) of title I of the Housing Act of 1949, the proposed 
legislation would require only that the local governing body approve the addi- 
tional units by resolution. This would carry out the apparent intent of the exist 
ing requirement but eliminate language which has raised serious questions of 
interpretation. The present language would also be inconsistent with the pro- 
posed removal of the requirement that there must be a title I project being car- 
ried out in the community. 

6. The present law requires that the Housing and Home Finance Administrator 
determine that the additional units will not exceed the total number to be neded 
for families to be displaced by Federal, State, or local government action, The 
proposed amendment would require, in lieu of this provision, that the Housing 
and Home Finance Administrator make a determination that the additional 
units will not exceed the number of low-income families to be displaced (within 
the metropolitan or housing market area) by Federal, State, or local govern 
mental action, thus making it clear that the Administrator is not required 
to take account of vacancies which may occur in existing low-rent housing 
projects. The proposed legislation would permit new housing to be provided 
for families to be displaced by all governmental action without affecting occu- 
pancy in existing projects, which could then continue to serve other eligible 
families of low income. Such eligible families include those (1) who leave 
the slums on their own initiative without being forced out as a result of govern- 
mental action, (2) who are displaced by private enterprise which is clearing 
a slum site on its own initiative, or (8) who are displaced as a result of 
fire or other catastrophe. 


HOME LOAN BANK BOARD 


Section 14 (1). Change in Amount of Required Stock Subscription by Member 
of Federal Home Loan Bank: The Federal Home Loan Bank Act, enacted in 
1932, originally required that each institution eligible for membership in a 
Federal Home Loan Bank must subscribe to the stock of that bank in an amount 
equal to at least 1 percent of the aggregate unpaid principal of all the home 
mortgage loans held by such institution (but not less than $1,500, which amount 
was later reduced to $500). That requirement was not changed further until 
1950 when a new subsection 6 (1) was added to the act requiring an increase 
in the amount of stock subscription from 1 to 2 percent for the purpose of acquir- 
ing additional funds to enable the Federal home loan banks to retire all Gov- 
ernment stock holdings in these banks. All of the stock held by the Government in 
these banks has now been retired and there is no longer necessity for the higher 
stock ownership. Therefore, this section would provide that the Board could 
determine the amount of required stock subscription, but that in no event could it 
be less than 1 percent nor more than 2 percent of the aggregate of the member’s 
home mortgage loans. However, it would be provided that this would not 
reduce at any time the amount of stock required to be held by a member below 
the amount required to be held as of the date of enactment of this section. 

An additional safeguard which would avoid any substantial reduction in the 
amount of stock subscriptions arises from the existing requirement in section 
10 (c) of the act that at no time shall the aggregate advances by a Federal home- 
loan bank exceed 12 times the amount of bank stock held by the member insti 
tution. Any appreciable increase in demands by a member institution for ad- 
vances from the bank would, in most cases, necessitate an increase above 2 percent 
in subscriptions to the bank stock in order to maintain the required 12 to 1 ratio. 

Section 14 (2). Termination of Bank Membership: This section would amend 
the Federal Home Loan Bank Act so as to provide that any member institution 
may be removed from membership if in the judgment of the Board it is insolvent 
or the character of such institution’s management or its home-financing policy 
is inconsistent with sound and economical home-financing or with the purposes 
of that act. A member institution (which is a savings and loan or building and 
loan type) would be deemed insolvent if its assets are less than its obligations 
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to its creditors and others, including the holders of its withdrawable 

The act currently provides that no institution shall be eligible to be¢ 
member of a bank if in the judgment of the Board its financial condition 
that advances may not safely be made to it or if the character of its management 
and home-financing policy is inconsistent with sound and economical home 
financing or with the provisions of the act. There is, however, no provision for 
removal of a member institution for these grounds once the institution be 
a member of the Federal Home Loan Bank System 

A conservator can be appointed for a Federal savings and loan association on 
yrounds somewhat similar to those just referred to Also, under the Housing 
Act of 1954, legislation was enacted which authorizes the termination of 
ance of accounts of an insured institution for somewhat similar grounds How 
ever, a State-chartered institution which is a member of the Federal Home Loan 
Bank System, but is not insured, could not be deprived of further membership 
although if such an institution were insured, its insurance could be terminated 
This section would thus merely fill a gap in the statutory authority of the Board 
to terminate benefits to unsound institutions. 

The section also expressly provides that a Federal savings and loan associa 
tion may not voluntarily withdraw from membership. These institutions are 
required by law to become members of a Federal home-loan bank. The present 
law requiring these institutions to be insured does not permit them to voluntarily 
cancel insurance of accounts by the Federal Savings and Loan Insurance Cor 
poration, 


is such 


eomes 


lhsutl 


Section 14 (3). This is a technical amendment 

Section 14 (4). Increase in the Number of Elected Directors in Certain Federal 
Home Loan Banks: The Federal Home Loan Bank Act presently provides for a 
hoard of 12 directors in each Federal home loan bank Kight directors are 
elected to each board by the members of the bank and four are appointed by 
the Home Loan Bank Board. This section would permit the Board, in any 
district in which there are more than four States (that is, more than half the 
number of elected directors) to increase the directorate so that there could be as 
many as, but not more than, twice as many elective directors as there are States 

Pecause certain of the Federal home loan bank districts, such as the Greens 
bore district, with 7 States and the District of Columbia, and the San Francisco 
district, with 9 States as well as Alaska, Hawaii, and Guam, contain so many 


basic units, proper recognition cannot, in all cases, be afforded At present, the 
Board in its regulations attempts to provide for each State to be represented on 
the board of directors of the Bank of its district. In the case of the San Fran- 


cisco district this is, of course, at present impossible and the Board has been 
compelled to adopt the method of treating two States as if they were one. By 
regulatory provision, the representatives of these two States have been alternated 
Furthermore, the present law so limits the elective directors that fair considera 
tion cannot be effected giving recognition to the relevant financial importance 
of the institutions in the various States, while recognizing representation for all 
States. In the San Francisco district, the California members comprise approxi 
mnately 57 percent of the entire membership and hold approximately 73 percent 
of the entire outstanding bank stock of the San Francisco bank. The proposed 
change would permit all States to be represented on the board of directors and 
permit recognition to be given to the relevant financial importance of the institu- 
tions in the various States. 

Section 15. Removal of $2,500 Limitation on Federal Housing Administration 
and Veterans’ Administration Improvement Loans by Federals: This section 
would make a correction in the existing law to remove a $2,500 limitation as 
applied to the amount of a Federal Housing Administration or Veterans’ Ad- 
ministration insured or guaranteed loan made by a Federal savings and loan 
association. 

Prior to the Housing Act of 1954, Federal Housing Administration or Veterans’ 
Administration insured or guaranteed repair loans made by a Federal savings 
and loan association were not subject to a special dollar limitation. The applic- 
able limitations were thus the ones provided for all lenders in the National Hous 
ing Act or the Servicemen's Readjustment Act. However, in enacting an amend- 
ment increasing from $1,500 to $2,500 the maximum amount of an eligible Fed- 
eral association loan not insured or guaranteed, the Congress also imposed the 
$2,500 restriction on an insured or guaranteed loan (thus prohibiting a Federal 
association from making, for example, a $3,000 Federal Housing Administration 
title I loan for construction of a new structure). This was apparently done in- 
advertently, and it is important that the statute be corrected. 
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se on 16. FPSLIC Admission Fee: The present law requires that the Federal 
Savings and Loan Insurance Corporation charge (in addition to premiums) 
ending institutions an admission fee as an initial payment for obtaining insur 
coverage That admission fee must be based upon the reserve fund of 
FSLIC and ist constitute an equitable contribution to that fund. This see 
tion of the bill would change that requirement to provide that lending institu- 
ns applying for insurance hereafter shall pay an admission fee as determined 
ESLIC, taking into consideration the cost of processing the applications 


This would carry out the recommendation of the General Accounting Office 
H. Doc. No. 371, p. 16, 88d Cong., April 26, 1954) and make the admission fee 
equirement more Consistent with general insurance operations. The state- 
ent of the General Accounting Office with respect to this recommendation 
contains the following: 

We recommend that the National Housing Act be amended to eliminate the 
existing requirement for the payment of an admission fee based on the reserve 
fund of FSLIC and to authorize the imposition of a fee on newly insured insti- 
tutions commensurate with the direct and indirect cost of granting insurance 


The admission fee charged by FSLIC against newly insured associations is 
required aw to be based on the reserve fund of FSLIC and to be, in its 
idgment, an equitable contribution *. 

We believe that a newly insured association’s contribution to an insurance 
eserve fund should be confined to payments for services and benefits actually 
received, i. e., insurance premiums for protection to be received by its investors. 
Further, a fee based on the ratio of the reserve fund to the total insurance risk 
which would satisfy the legal requirement for an equitable contribution) 


ght be so large as to discourage applicants for insurance membership. Fed 
eral Deposit Insurance Corporation does not charge admission fees against 
( y insured banks, and to our knowledge other similar risk enterprises do 


make such charges 


COMMUNITY FACILITIES ADMINISTRATION 


Section 17. Reserve of Planned Public Works: This section would amend 
702 of the Housing Act of 1954, which authorized the third public works 

ce planning program. The proposed amendments would carry out the 
mendation contained under the heading “Coordination of Public Works 
nning’ appearing in section 4, chapter 8 of the Economic Report of the 


ent, which was transmitted to the Congress on January 20. That report 


ns the following statement: 


\ problem of great interest * * * is the stimulation of public works planning 
States and localities. Many smaller communities have projects within their 
ister development plans for which funds are not immediately available to pro 

duce preliminary engineering surveys and designs. Assistance to such communi 


\ ila I 
es ( é 


d help them to develop plans for public works ready for initiation, which 
herwise would take months to prepare in case of need. Such a reservoir of 
anned public works should be of considerable magnitude to be effective. The 
sum of $1.5 million made available by the Congress last year for planning ad- 

ince iat is, interest-free loans—to States and municipalities was a good 
beginning but no more than that. It is recommended that the Congress enlarge 
substantially the appropriaion for planning advances, and that a revolving fund 

e established for this purpose. The need for building a reservoir of ‘ready-to-go’ 

rojects has been recognized in three separate programs of planning advances, 
established by the Congress within the past decade. This experience indicates 
that the need for preparedness, being itself continuous, is not well met by pro- 
ms of limited duration.” 

Phe bill would make the following changes in the present law : 

(1) The Housing Admiinstrator would be authorized to establish a revolving 
und for the making of planning advances. In addition to the $10 million 
authorized to be appropriated by section 702 as originally enacted there would 
be authorized to be appropriated to the fund $12, $12, and $14 million to be 
made available on or after July 1, 1956, 1957, and 1958 and, in addition, such 
appropriations from year to year thereafter as may be estimated to be necessary 

maintain not to exceed a total of $48 million in outstanding advances (and 








HOUSING ACT OF 1955 30 
vy undisbursed balances in the fund) for plans of projects h ca e ¢ 
ected to be undertaken within a reasonable period of time 
~) Advances outstanding to public agencies in vy one St e W a be nited 
tt more than 10 per centum of the aggregate the ul ed e appr 
ted to the revolving fund Under the present mk ( nop t l 
appropriations may be expended in any one State. 
(3) The July 1, 1957, expiration date for the present program e ¢ 
ated, and the new introductory language of the revised set n 702 Lich Thad Re 
clear that a “reservoir” rather than a “shelf ed pu S 
tended. 
t) As under the present law wal public agencies ore ) 
the plan preparation promptly and to repay ay Ss Whe ne : ‘ 
the public works is started Provisions would be d to the \ owevel 
vhich would require a public agency to repay prop te an nts of ad 
ynces When only a portion of the construction of a } ed pul ) 
dertaken by the local agency 
The bill would continue provisions in the present v which st ha 
dvances are designed to finance the cost of vines yg d archite in: 
surveys, designs, plans, working drawings, specifi : | { re 
nary to and in preparation for the construction f Si ind bl 
is by detinition, “public works” excludes housing I} etains pres 
t provisions of law which make it clear that the making | ! lvances 
no way commits the Congress to assist in financing the ~ 
blic works planned. 
Section LS maiary of Conn Lily la “Lil ( Ssponel i Ss Sec 
uld make the salary of the Community Facilities ‘ ( r of Hous 
ng and Home Finance Agency the same as tha e heads hie t 
rencies. The Housing Act of 1948S has e : pe na OO pr 
innum. 
\ new constituent unit of the Housing and H e | nee Agel kk 
is the Community Facilities Administration, was t shed by tl H 
\dministrator’s Reorganization Order No. 1 of Dec« 2 Ltt Phere was 
transferred to that Administration the office of the Co1 ssioner of u 
Facilities, and the title of such office was changed to “Community Facilities 
Commissioner.” 
The Community Facilities Commissioner is presently receiving $14.S00 ] 
vear pursuant to Public Law 359, Slst Congress and Public Law 375, 82d Con 
cress. This proposed section would therefore give the necessary st: 


authority to increase the compensation of the head of this new constituent 

it would be equal to the compensation received by the he: 
agencies and the head of another constituent unit « 
Urban Renewal Administration. Although the salary increase provided by 
section would be very small, it would serve the purpose of providing con 
sistency in the salaries paid the heads of the constituent and units of 
the Housing and Home Finance Agency. The Urban Renewal Commissioner 
ready receives the same salary as the heads of constituent agen by virtue 
section 106(a) (1) of the Housing Act of 1949 and the Housing 
Reorganization Order No. 1. 
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Military housing 
COMPTROLLER GENERAL O HE UNITED STATES 


Wash 


1955 


ngton, April 2! 


Hon. J. W. FULBRIGHT. 
Chairman, Committee on Banking and Currency, 


United States Senate, 

DEAR Mr. CHAIRMAN: Reference is made to letter dated April 15, 1955, from 
the clerk of your committee requesting our views on 8. 1501, which proposed 
legislation is designed to take the place of the Wherry Act military housing pro- 
gram expiring June 30, 1955. 

It is generally agreed that there is a dire need for additional military housing 
The fundamental question for Congress to resolve at this point is whether to 
satisfy the need by continuing some form of FHA insurance program or by direct 
appropriations for construction of public quarters. Because the projects are 
intended to be constructed for, and operated to serve, the military departments, 
we believe that they should be financec! by direct appropriations rather than the 
indirect financing approach of FHA insurance employed under the Wherry Act 
and as proposed in the new program. 


oA 
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rhe housing provided under the Wherry Act has been an expensive and time- 

nsuming procedure with authority divided among several agencies of the 
Government, and has been open to abuse including excessive profits. Under this 
bill, the divided responsibility would be eliminated by making the FHA practic- 
ally a rubberstamp insurance operation without control or responsibility as to 
standards of construction or operation of the project which is essential if FHA 
is to protect its insuring liability. The FHA, serving only as an accommodating 
facility in obtaining mortgage proceeds from private lenders, would be impotent 
throughout the transactions, yet be required to use its reserve funds to pay the 
lenders if the mortgagor defaults. 

rhe use of appropriated funds would reduce the cost of the financing, would 
eliminate certain administrative overhead, and would avoid the necessity for 
the Federal Government to make and enter into indirect and complex arrange- 
ments and relationships with uncertain incidences and consequences. For ex- 
ample, the legislation would authorize the respective military establishments to 
perform all the rental and managerial services of a lessor, yet not be the lessor ; 
to assume to pay the mortgage indebtedness, yet not be the mortgagor; and to 
assume all of the liabilities and responsibilities of an owner, yet not be the 
legal owner. 

For these general reasons, the General Accounting Office does not recommend 
enactment of the bill in its present form and suggests that necessary military 
housing could best be provided by the appropriated funds method. 

For purpose of comparison between existing law and the proposed legislation, 
we are enclosing an analysis of the more important provisions of title VIII of 
the Housing Act and this proposed legislation. If it is decided to continue an 
FHA-insured military housing program, your committee may wish to consider 
the following comments on and comparisons of the features of title VIII (Wherry 
Act) and 8S. 1501: 

!) The proposed competitive bidding features in section 3 (d) of S. 1501 
is preferable over the present Wherry Act requirements. 

2) The bill would require the FHA to insure a mortgage in the amount of 
100 percent of the lowest acceptable bid for constructing the project, as con- 
trasted to 90 percent of FHA’s estimated replacement cost under the Wherry 
Act. If the FHA should be required to insure the entire cost, at least it should 
have some authority to withhold approval if it does not concur in the amount 

the proposed construction cost. 

Final costs to the builder of the project may be either less or more than his 
bid In cases where the costs are less than the contract price, the excess of 
mortgage proceeds over actual cost, plus profits included in the bid, may result 
in excessive profits. This type of profit is precluded under the Wherry Act by the 
amendment of June 30, 1953, which requires that the mortgagor certify the actual 
cost of physical improvements and that the excess mortgage proceeds be applied 
to the mortgage—requirements that should be incorporated in the new program. 
In comparison, where actual costs might exceed the amount of the mortgage, the 
contractor might elect to default and, in the absence of a performance bond, his 
action would cause the Government undue hardship. Protection against such 
default should be included in the bill. 

>) Under the Wherry Act program, military personnel receive quarters allow- 
ances and occupy the housing on a voluntary basis, whereas it is contemplated 
in the proposed bill that military personnel will occupy the housing constructed 
as regular assigned quarters and receive no quarters allowances. We believe that 
quarters assignment authority is necessary for the military establishments be- 
cause some Wherry Act projects are not being fully utilized. The bill does not 
include civilian employees as being eligible to occupy the housing units although 
such persons are eligible under the Wherry Act. 

(4) There have been certain tax difficulties with respect to the administration 
of the Wherry Act projects involving inequitable tax situations and permitting 
unjustifiable profits that probably cannot be corrected without specific clarifying 
legislation. This condition was reviewed in our letter of April 18, 1955, to Sena- 
tor Byrd, chairman, Joint Committee on Reduction of Nonessential Federal 
Expenditures, a copy of which was sent to you by our letter of April 20, 1955. 
While this is a policy question for consideration of Congress, obviously it should 
be given special attention. 

(5) Subsection (b) on page 16 of the bill authorizes the military establish- 
ments to acquire the projects by lease or otherwise after they are completed. 
This authorization may be construed to permit the purchase of a project for 
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whatever amount the parties may agree upon, aithough thie Xximulm av int 
of rental that may be paid under the lease is fixed in the subsection Che inte: 
est of the Government should be protected by clarifying the maximum that may 
be paid to the vendor in order to preclude unconscionable profits 

(6) The statement and memorandum in explanation of S. 1501, beginning at 
page 2660 of the Congressional Record for March 18, 1955, indicate that certai 
steps will be followed by the military departments and the builder h resp 
to creation of a corporation, the subsequent transfe ‘the s the Sec! 
retary of the department concerned, and other features to be governed DY 
administrative regulations. The rights of parties involved in this procedure are 
of such legal import that we suggest they be specified in the law to eliminate 


nflicts of interpretation and possible misunderstandings 


Sincerely yours, 


Comptrolle r General of the United State 


Senator SpARKMAN. It is the hope of the subcommittee to combine 
as yey of these bills as we can into one legislative package, so that 
the bill, as finally re ported from the subcom mittee, will contain all of 
the recommendations and major legislation for this year. 

The fact that I have listed the above-mentioned bills does not mean 
that the subcommittee is restricting the testimony to be given in the 
next 2 weeks to the provisions of these bills. On the contrary, it is 
hoped that witnesses will suggest, in the course of their testimony, 
such changes and additions as they feel are necessary to existing legis- 
lation and to the pending bills. 

We have in effect 2 days of discussion on our present housing pro 
gram. It was just informal roundtable conferences, more or less. 
Many witnesses have indicated areas in which 1 improvement is needed. 
[ am hopeful that from ~ point on such suggestions and improve 
ments will be in specific and concrete form, so as to facilitate consider 
ation by the committee. 

Our first witness this morning is our distinguished colleague, the 
former chairman and ranking member of the full committee, and also 
of this subcommittee, Senator Capehart. We are lad to hear Pica 
you, sir. 


Military housing 


STATEMENT OF HOMER E. CAPEHART, A UNITED STATES 
SENATOR FROM THE STATE OF INDIANA 


Senator Capenart. Thank you, Mr. Chairman. It is quite an ex- 
pe ‘rience to sit on this side of the table. I have no prepare “<l statement. 
I am just going to talk extemporaneously and I am going to confine 
my discussion this morning entirely to S. 1501. That is the bill I i 
troduced, together with 29 other Senators. I think had I had time, 7 
probably could have secured the coauthorship of 9S or 99 or almost 
100 percent of the Senators. It was just a matter of time in getting 
around to them. I will confine my talk this morning entirely to 

1501. 

The first thing I want to talk about is the aims and purposes and 
needs for this bill. If we do not need housing for our military, then 
we do not need this bill or any other kind ot bill. I think the first 
thing that the Congress has to decide, and the conclusion they have 
to come to, as well as the members of this committee. is do we need 
more and better housing for our military personnel. I think we do 


i. 
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In fact, there no question about it in my mind. I think we need 
o less than 300,000 units. We not only need 300,000 units, but we 
‘ed better units than we have had in the past. There is no question 
{ \ { it to maintain a large army tor many, Many years 

to cone There is also not anv question but what we would like to 

»the boy who 20 nto the service remain i the service, and elimi 
te the expense of training new men all the time, which is very, very 

XYDeLSIVE Not only sit very, very expensive, but likew Ise you ao 

not eet as efficient an Armv as you do where a man goes into the 
eC] ( | t for ZO or 25 years. 

1 | \ i vs felt.a cl | till] lo todav. that the one thing we need 
move everyt! a else Is w] il I eall it professional army. I ain hot 
qualified to ‘Ly hether it should be 1 or 2 or 3 or 4 or 5 million men, 


MOC ELLEN | mn nota nilitary man. b '{ | have always maintained, and 


poetl laa ly th satomic age, that we needa VW hat ] call a professional 
Now \ if ) | meal by a prof ssional army / | mean anh arny 
X retly li lke t he ire depart ent and police department in New York 
City ol any othe! (Vo anarmy that is prote sional and highly trained 
I) giily skilled, which is capable of going into action at any mii 
’ Phat is the sort of a war we will have if we have another one. 
[In this atomic age we may be hit by atomic bombs from anywhere 


e We ld. Wear vO i to need nt professional army. 

What do we have to do to get a professional army? No. 1, of course 
we have to pay good wages—good compensation. However, | think 
ibove alice beyond that a thine whi h will el you a professional army 

| 


ind a permanent army, which will keep men in the service, is good 


HOUSINY. 

Why do Tsay that’ Because the great majority of the men in the 
ervice today are married, I believe the figure is SO percent in the Air 
Force. If Ll make any statements here today that I find later are not 
factual, | would like to correct them, but I think it is 8O percent in 
the Air Force that are married. 

Senator SPaARKMAN. You mean 80 percent of the 

Senator Carenarr. Of the officers, I think. 

Senator SparkMan. Oh, the officers. 

Senator Carrnarr. | forget just how high the average is among the 
enlisted men. But this bill, of course, covers both olticers and enlisted 
men, so when | talk about the services and the men I am talking about 
both officers and enlisted men. In any event, it is very, very high. 

Senator SparkMAN. May Lask a question to clear my own thinking / 

Senator Capenart. Yes. 

Senator Spark MAN. Would the housing be both for career personnel 
and temporary personnel / 

Senator Cargmarr. Yes. For both. It would be for both. It would 
be for anybody in the services, or everybody in the services. 

Senator SparkMAN. Would it be built on military reservations / 

Senator Carrenarr. It will be owned by the military. Yes. 

Senator SpARKMAN. It will be built on the reservation / 

Senator Carenarr. Either on the reservation or ground near the 
reservation. 

Senator SPARKMAN. Very similar tothe Wherry Act ? 

Senator Carenarr. In that respect it will be very similar. There 
is not any question but what if you want to keep men in the service 
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and have a real professional ITN n this aton ve you mu t fur 
nish eood housing. These men are 1 arried ind they have childrea 


I have observed that Vou raise childret whel you are voung, an | 
men are all young. They transfer them from camp to camp and fron 
point to point almost once a year, at cl sometimes more often tha 
that. These fellows: that 1s, these enlisted men and officers, have wives 
and famihes. ‘They have a wife and 2 children, or perhaps 3 or 4 
children. They transfer them from one installation to the other. 
Does it not make sense today that you ought to have sufficient hous 


Ing to take care of those people ¢ Here s the Way It WOrks at the 
moment, and [I know what I am talking about. I am talking about 
experience not of my own, but people that | actually chow 

Phey transfer a married man from one installation to another. He 
has saved a little money. but he uses it all up when he arrives at his 
destination. because he is livine in motels with his fe and ehildrei 
while looking for a house to live in. He Thay pend a week or two, 


or perhaps a month. looking for a house, or evel longer. iy e wire 
1. 


7 . a. } 4 | } ¢ Py) 
and children live in that mote She writes back to the folks at home 


saving, “All of this is terrible. I wish I coul et ou We are gvome 
to vet out and not put up with this.” Mora ; bad not only with 
the immediate family, but with the fa ly back home. The family 
back home tells its neighbors and the result is that people do not like 
to go into the service, and they do not hike to stay in the services 
Then, when they do finally find a house it is not satisfactory. The 


rent is entirely too high: accommodations are not satisfactory ; it 1s 
too far from the camp: it 1s just not right. 

I do not know of a private enterprise and I am talking ibout a 
private company now—that when they move their people from one 
branch factory to another, or when they establish a new factory where 


I 
] 


they are going to move all the personnel—that does not pay their 
tral sportation. Of course, the services do par for the transportation 
of these boys, but the private cor orate ns likewise help t] em where 
they have housing problems. There is not any question in my mind 
but what it is needed, and no one can ever conn nce me otherwtse. I 
do not think there is a single Senator but who feels it is needed. 
Chere is no que stion about it. 

it will lmprove morale. My opin on 1s that good housing for the 


military will save our Government millions and millions of dollars a 
vear in just the cost of training new men and the loss of these old fe] 
ows who get out because they just cannot take it. Their wives just 
will not permit them to stay in the service any longer because they do 
not have a decent place to live. ‘That is No. 1. 

Now No. 2. There is no question but what we will have to remain 
highly armed, with a large army for many, many years LO, 15. 20. 380. 
DO, and possibly LOO years. We ought to face this situation and ought 
to furnish and prepare permanent quarters for these people. ‘This bill 
is 2 method of doing that. However. there is no use in our t iKINg up 
your or anvbody’s time on this bill, which includes the Go 


vernment 
itself, and the FHA, and the military, unless they are sold on its aims 
and purposes. I happen to know the high officials in this Government 
are sold on it. I do not know about the lesser officials. But I happen 
to know that the higher officials are sold on this bill. 

Let me say this: I think this bill can be improved. I have never 


seen any piece of legislation that could not: but if we can become in 
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terested In it and can become sok | on the purpose of 1 . and come to 
the conclusion as a committee that itisa vood thing ee we are roing 
to furnish the proper housing for our military, then we can easily get 
together and iron out any weaknesses 1n the bill, if there are any. I 
im sure there are some because it is pretty hard to sit down and write 
a billand get it just exactly right the first time. 

I assure you for myself and the other 29 Senators who joined with 
ne that we have no particular pride in authorship, but we are just 
nterested in one thing, which is getting good housing for the military. 
hat s the only purpose of this bill. We think this 1 IS the Cc heapest 
and the best and most eflicient way to do it. 

Let us talk about some of the objections or the things that the differ 
ent branches of Government particularly brought up against this bill. 
Let me say this to you: I have not found a single one of them yet but 
what it 1s very simple to overcome. They are minor reasons, and in 
manv instances. if Ly 1a so. the y are sort of alibis. 

For example, one of the things against this bill is they say that we 
ought to do what we are talking about doing in this bill by ¢ direct ap 
propriation. I do not think you are going to get a direct appropri 
ation, to build 300,000 houses over the next 5 years or 10 years. Let 
me say this to you. It may sound rather queer, but I can prove it to 
you. It will cost the Government more, or cost more to do it by clirect 
appropriation mo it will with this method. We have worked up a 
chart here comparing this. I wish that that could be handed out to 
the press, and particularly to Mr. Cole, because he is one of the gentle 
men who informed me that it will cost more. It just is not true. 

Will you hand one of these, please, to each of the Senators and to the 
press ¢ 

The interest rate under FITA mortgages under S. 1501 would be 
percent. It is a fact, 1 presume, that the Government must sell bonds 
on direct appropriations for possibly 334 or let us say 5 percent, One 
million dollars amounts to selling a $1 nr bond due in 25 years. 
The interest on that bond will be $750,000, Under this plan it will be 
reduced by the amount of the amortization each year, or at the rate of 
$40,000 a year. Under 8. 1501, the mortgage interest rate, while it 1s 
t percent, will only run to $520,000, 

Someone is likely to jump up, and properly so, and say that you can 
sell serially numbered bonds and amortize them, but what assurance 
have you that you can _— bonds 5 or 10 years from now at an inter- 
est rate of : 3 percent? You know now if you sell a 25-year Government 
bond it will cost you somewhere between 3 and 4 percent. But if you 
sell short-term bonds. let us say, What we call notes, for 90 days, or 6 
months, or a year, you can do it at the moment at a very, very low rate. 
But what assurance have you that you can continue to do it over a 
‘epee of 5 years or 10 years or 25 years? These mortgages are 
5-year mortgages. Therefore I do not think there is any basis for 
saying that you can save money with a direct appropri: ation now. It 

ust is not true. I do not know who you are arguing for—whether for 
the Government or for the men in the field, that is, the servicemen. 
I am arguing for the servicemen. I know you may sit around here for 
a year or 2 or 3 or 4 years, and try to get direct appropriations, and 
find all sorts of excuses for not w anting to give these men good housing. 

ut I say this to you—the boys will pay. They will pay. I happen to 
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know one officer in the Air Corps who was transferred not long ago. 


He spent a lot of money, just as I pointed out before, looking for a 
place, and he finally found one. It was anew house. The rent on that 
s $100 a month, but they told him if he would buy it he could buy it 


isa GL without any downpayment. The monthly payment s, including 
everything, would be $67.50. However, he was an honest fellow and 
Knew he was going to be there for only poss bly a vear and hes uid, as 
do not want to buy it. Lam not going to be here a 1d I do not expect to 
ive in this town.” So he is paying S100 a month when he could buy 
the same house and only pay $67.50 a month, and at the end of 20 o1 
y or 30 years he could own it, if was worth anything at that time. 
You have that going on all over the country, 

Suppose the direct-appropriation route would be a little cheaper 
from an interest standpoint. Do you not have any feeling for t! 
ervicemen Who are out here paying these excessive rents and thet 
not getting what they want and what they need? That what we 
ire looking at, or should be looking at nthis matter 

We have about 31 9 million men in the service at the moment Phe, 
are the fellows that we ought to be thinking about. They are the ones 
who need the houses and they are the ones Ll am interested in. ‘This 


sa plan that will do the job in my opinion. 
What this bill dloes, of course, Is substitute for the Wherry bill. 


That is all. It is a substitute for the Wherry bill. It permits the 
ervices to build the units under their specifications. It requires that 
FILA insure the mortgages, and the mortgages are to be sold to 
private enterprise at 4 percent. The three services are to award the 
contracts to the lowest bidder, just exactly as they award contracts for 
glasses, or tanks, or airplanes, or anything « Ise. They prepare the 


specifications and award the contracts to the lowest bidder. ‘That con 
tractor either takes the contract and makes the money on it, or he loses 
money on it. He comes under the Renegotiation Act and pays 52 
percent taxes, ag the same as any other corporation, because the law 
requires in this bill that he organize a separate corporation. 

When the contract is finished and the buildings are completed, he 
turns over the stock in that corporat ion to the respect ive service which 
built it, either the Air Force or the Army or the Navy. From that 
point on the Government owns it; the Air Force or the Army or the 
Navy own it and make the monthly payments. When all of the pay 
ments are made then the Government owns it. 

It isa fact that this mortgage will carry 4 percent interest. There 
is no question about that. But you will get the houses. 

Another argument that has been used against the bill is that the 
FHA is not needed and has no prey ion. if we go this route. Well, I 
think FHA is needed. FHA is a branch of the Government. ‘They 
ought to be willing to put forth a little effort, it seems to me, to help 
the men in the service. I do not see any reason why they should not 
service these mortgages. I do not see any reason why if the Congress 
wants to direct them to do it that they ought not to be w illing to do it. 
They have certainly been doing a lot of other things here for the past 
2U years. 

Another argument against it is the line of title. I forget who it was 
that said they do not see how the Government will get title. We can 
write that into the bill here. I do not think it is necessary because 
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he service that awards the contract, it is my thought, would put that 
nto their rules and reeulations and into their contracts. So there is 
othing to that argument at all. It can be easily corrected in the bill 
“it should be. I do not think it is necessary. 

Another argument was that the bill does not call for a performance 
bond. I find it does not, but it never entered mm mind that the Army, 
Navy, or Air Force would award a contract without a performance 
bond. Phey have never done SO in the past. However. it would be 
very simple to write it in that they must get performance bonds, and 
that every contractor has to put up a performance bond. 

\nother argument is, What price W ill the GGovernment pay for thes« 
properties when they take them over? That is very simple. They will 

ke them over at the bid cost. 

\nother argument was—and by the way, do you have sufficient 
copies of this sheet to give to the Senators! Who prepared this / 
Was it prepared by the General Accounting Office? This is a com 


parison of the Wherry Act and S. 1501, the bill we are talking about, 
plus recommendations. I do not know who made these recommenda 


tions. but some of them are alone the lines I am talking about. 
Senator SparkMan. We have one copy, which will be placed in the 
(| 
Senator Caprnarr. Just the one copy ¢ 
Senator SPARKMAN. Yes. 
Senator CAPEHART. | would like to see this placed in the record. 
Without objection, that will be done. 
The document referred to follows:) 
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Senator Capenart. I do not know who prepared it. 

Mr. Casu. The General Accounting Office. 

Senator Capenartr. They point out the differences between thi 
Wherry bill and this proposed bill and then make certain recommet 
dations. I have been talking about most of these recommendations 
| do not thir kk they stand up. Some of them ] think are eood and 
some of them I think we ought to either write into the bill or make 
i part of our report and make certain that the services do include then 
in their rules and regulations. 

For example, one of the recommendations they make is that we 
ought to have cost certification, meaning that they can make a 
windfall profits. Well, they cannot m: ake any windf: ll saasliie undei 
this = ae You do not need cost certification because the Army, Navy, 
or - Force are going to award the contract to the lowest. bidder. 
you, no more need cost certification under this bill than you need cost 
certification under a contract that the services might award for build 
ing tanks, or automobiles, or airplanes. You take care of that through 
renegotiation and through vour taxes. 

n this instance the man or the contractor is simply building the 
facility for the service. He is building it according to the service's 
specifications. He was a bidder on those specifications and was 
awarded the bid because he was the low bidder. I hope they all 
make money then. That is the private enterprise system. I say that 
because when the difference between this and the Wherry Act is that 
when they finished building under the Wherry Act they continued to 
own the property, and they continued to operate it. However, under 
this bill they are building these structures for the services. When 
they are finished, they deliver them to the services. They deliver all 
of the stock and deliver the title subject to the mortgage. The Gov- 
ernment accepts the mortgage, this is, the re sponsibility for the mort 
gage. So that talk about windfall profits does not apply here, be 
cause when the project is finished the Government takes it over. 

Under the Wherry Act, as you know, the FHA guar: anteed the 
mortgage, but the sponsor continued to rent the properties and own 
them, and continued to operate them. He was supposed to make his 
money out of operating or renting the properties and not out of con- 
structing them. Here they make their profit out of constructing them 
and have absolutely nothing to do with renting them. 

Another thing is, I am sure the services will testify since the Con- 
gress wrote into the Housing Act the certification amendment requir- 
ing that builders certify their costs, and if they were less than the bid 
price or the FHA insured price of the mortgage, they were to reduce 
the mortgage by the amount—lI am sure on that point the services will 
testify there has not been a single Wherry project started since that 
time. Not one. 

So you are not getting any military housing except what little you 
are getting through direct appropriations. The services do have a 
small amount of money from direct appropriations. But you are 
not getting any houses under the Wherry Act, since we wrote in the 
cost certification. 

Here is the analysis of the Comptroller General and what he says. 
He says military housing should be built by direct appropriation. I 
do not know why he makes that statement. I just showed it might 
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ost the Government more by direct appropriation than this method. 
In fact, by this method it will cost the Government nothing, because 
the mortgage is amortized and paid from the rents that the man in the 
service will pay. They will amortize them. Every married service- 
man now has a rental allowance. I think we can definitely prove 
that the rental allowances ure more than enough to amortize the mort 
gages for the amount that they need. 

Senator SPARKMAN. The rental allowance is graduated. 

Senator Capenart. That is right. 

Senator SPARKMAN. According to grade. 

Senator Capenart. That is right. 

Senator SPARKMAN. According to grade or rank. 

Would you provide different size homes ? 

Senator Capenart. Ithinkso. Yes. Upto $13,500. 

Senator SparKMAN. That would be equivalent to the allowance? 

Senator Carpenart. Yes. I think it is. 

Mr. Chairman, I would like to have placed in the record this chart, 
showing the difference in costs of direct appropriation, that is, selling 
Government bonds to build this project as compared to selling the 
Mortg@ages., 

Senator SPARKMAN. Without objection, it will be placed in the 
record at this point. 

(The document referred to follows :) 


I priat 
Ye 
ae Princ Interest d Ir 
I t 4 1% 
pris P ; . 

$40), O14 $1. OOO OO ‘4 M ss OOO. OM S41) (MM 
j wn 0), OOF S. 40 100, OOF ny 
40, 000 920), 000 6, 80 1. 000, 006 10, 000 

1), OOF SSO), OOK WM 1. OOO. OOM 
1), OM 4 iit) iv 1 OOO OOO vw) OH 
10, OOO SOO, OOO 2 OK 1. O00. OOF 1. O00 
1) OOO TAO. O00 » 400 1. 000. 000 1 O00 
x 10. 000 720. 000 oN RIM 1 000. OO 1) 000 
10, O00 680, O00 2 2 1, 000, 001 1). OOM 
1). 000 640, OOO Hy 1. 000. OOF 1). OOO 
1) OO 600. OOO 24 iM 1 OOO. OOO wv) Oe 
10. 000 60, 000 9 1M 1. 000. OO wy OM 
40), OM 20, 000 20), SOM 1, 000, OOF 0, OOO 
10. 000 iSO) OOK iv, Jin 1. O00. O11 a) OOM 
000 440, 000 17. 64 1, 000, 000 1. OOO 
40. 000 400, OOO if. OF 1. OOO OOO , OM 
1). OM wo Ooo 4 41x 1. O00. OOO > nM 
40, OO $20, OOO 12, Sit 1, 000, 000 30, OOO 
40) OM) 280) OOO 11, 2M 1 O00. OOO 1. ON 
10. O00 240, OOO 4 Hw 1. OOO. OOF Ww) OM 
40. OOF 200), OOO | 1. OOO. 000 1) (WM 
1) OO) ty oOo ' 4K 1. O00. OOF wm) OO 
40. 000 120, 000 4 SM 1. 000. 004 0. 000 
40, O00 RO, OOK a 000. 000 wm). OOK 
40. 000 40. O00 1. nM 1. 000. 000 > on 
Total mM) (WM) 750. 000 


An average of $20,800 per year in interest 
2 An average of $30,000 per year in interest 


Senator Carenart. This is based, of course, on the theory that the 
Government would build, and I think they would have to, let us say 
5100 million worth of these houses, in which case they would have to 
sell $100 million worth of bonds over 25 years. Either that, or they 
would have to sell short-term bonds and keep selling them from time 
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to time. ‘Then they have no assurance that they can get an interest 
ate which will be the same as it is now. It might be that if you got 
nto an inflation LO years from now you would have an interest rat 
of 10 percent. | ilways thought it was better, if you are Yong to 2o 
nto son ething over a 25 vear period to know what you are doing dur- 
ne the entire 25 vears, instead of taking a chance. 

Senator LenmMan. Senator Capehart, may I ask you a question / 


Senator Carenarr. Yes. 

‘nator Leniwan. When these houses are completed and the mort 
cages are placed on them, who would be the legal owner of the houses / 
Carenarr. At what point ¢ 

Senator LenMan. Whenthe houses are completed and they are mort 


eaged for + percent, who would be the legal owner / 
Senator Carrnarr. What you do is this: Here is the cycle. Let us 
ike the Air Foree, although if could }USt AS well be the Army or the 
Navy The Ani Fores dle cles they waht to build 1.000 houses in X 


amp. They draw up specifications and decides the sizes and number 
of rooms, and, the types, and so forth. They make a complete 100 per 


¢ 


cent specih ition, pust like they would do if they were voing to order 
Phen thev advertise for bits. ‘| hey award the contract to the lowest 
bidder. Under their rules and regulations, though, and the terms 


under which the bidder has bid, he agreed to organize a separate cor 
poration to build the project. Tle organizes that corporation and owns 


ill of the stock in that corporation until such time as the project ] 
completed, and he has been paid in full his bid price, which may have 
permitted him to make some profit, or it may not have. But when he 


~ paid in full the bid price, then he delivers the stock to the Air Force. 
Phey own it from that point on. They own it subject to the mortgage, 
of course. In the meantime, some private enterpriser, or some insur 
ince company or bank, bought the mortgage. So the service owns it 
subject to the mortgage. Then they proceed to amortize the mortgage. 
\t the end of 25 years the mortgage is paid in full and the Air Force 
then would own all of the houses. They own them in the meantime 
subject to the mortgage, of course, and they operate and rent them. 

Senator Leuman. When the builder is paid in full the amount of 
the bid ? 

Senator Cargenarr. Yes. 

Senator Leuman. Would he be paid only out of the proceeds of the 
mortgage cuaranteed by the ( rovernment ¢ 

Senator Carrnarr. That is right. But he is paid in full and gets 
his money. When he gets the exact amount of money he said he would 
build the project for under his bid, and it is completed and according 
to the specifieat ions and the services have accepted it, then he delivers 
the stock and the services take complete charge of it. 

Senator LeumMan. Supposing that the mortgage cannot be sold at 
t percent. What happens? 

Senator Carenmarrt. If it cannot be sold? You ascertain that, of 
course, before you award the contract, just as you do now under FHA 
on these projects, and just as you did under the Wherry Act. In other 
words, you do not build it until you know. You enter into a contract 
with some mortgage company to buy the mortgage before you even 
award the bid. 
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Senator LenMan. It 1s very possible that a careful reading on my 
part of the bill itself will give me the answers. 
Senator Capenarr. No. I think your questions are very good. 
Senator LenmMan. But what would happen in case of default 
Senator CaprHArr. In case of default of the bonds? Well, FHA 
of course would reimburse the mortg: nine collie al as they do now 
on all FHA mortgages. Then we may want to go further and take 
FHA out of a portion of that and say that the Air Force or the Navy 
or the Army might do it. But under the bill as it is written at the 
moment the I HA does it just like they do with at \ other default on 
in FHA mortgage. 
Senator SparkMAN. The purpose of t! 
build au reserve to take care of that. 
Senator Caprenarr. That is right. 
Senator SPARKMAN. So it seems to me you p robably want to retallt 


e msurance premium s to 


that feature and not make it a direct burden on the armed services in 
cause of default. Assuming, of course, you reserve a fee sufficient to 
handle it. 


Senator Caprnarr. In that respect it is intended to be the same, 
although maybe the bill is not drawn that way, as any other FHA 
mortgage. They will pay one-half of 1 percent insurance premium o1 


ese Mortgages just as other FHA participants do 

Now here is another pot. 

Senator SparKMAN. May I follow up those questions by Senator 
Lehman to bring out a few points ¢ 

Senator Capenarr. Surely. 


Senator SparKMAN. Who would pass upon the necessity for this 
housing ¢ 
Senator CApEHART. The Secretary of Defense and the three services 


Senator SPARKMAN. Has th at been the procedure followed under the 
Whi ry Act ? 

Senator CAPEMART. That was the procedure followed und r the 
Wherry Act, excepting that FHA had more to sa inder the W) erry 
Act than they do under this bill as it is writt 


Senator SPARKMAN. There Was considerable CONTUSIO over the 
Wherry Act in the beginning when they were trying to get tarted. 

Senator Caprnarr. There was too much contusion because there 
were COO Many people involved. There was the FHA, and the spor or. 
nd in many Cases the builder The ponsor re} ted properties and 
iandled them and it Was just inuoned to failure from the very beg 


ning for that reason. 

Senator SPARKMAN. Will the Secretary of Defense be required to 
certify that the installation at which this housing was to be built 
a permanent installation ? 

Senator CapeHart. Yes. If the bill is not strong enough in that 


respect we must make it strong enough to make certain they never 
build any projects that are not needed, and never build them where it 
might be a temporary camp. It must be done on a businesslike, prac 
tical basis. 
Also it is nota part of the bill how, but 1 am sure we ought to make 
. part of the bill, and that is the Defense Establishment agrees to 


aie for the unpaid balance any of these Wherry projects sitting 
out there now that may go in def: ult. I think we have to write that 
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nto this bill too. Dhey would take them over on the same basis as 
1e bill would permit them to build new ones. 

Lo you follow me on that ¢ 

Senator SPARKMAN. Yes. 

Senator Cargnarr. I think it is one thing we will want to give a 
lot of thought to to writing into this bill, because I do not want the 
services to be duplicating anything. Let us take the Air Force again 
and take Mather Field at Sacramento, with which I am familiar. 
They have a very fine Wherry project out there. We would not want 
the Air Force to say, “We want another 1,000 houses at Mather Field 
under this bill.” and then have them build them and then have the 
Wherry project, which is a very good one, fail. We are not going 
to permit that. If the bill does not have sufficient language in it to 
stop that then we must write it in. If that Wherry project out there 
would fail of its own weight, and if they get into trouble, then I think 
we ought to write something into this bill that the Defense Establish 
ment may, if they want to, take those over. Of course, they cannot 
build any new projects if they do not want to and we should not force 
them to do it. But we certainly ought to stop them from building 
any new houses under this bill as long as there was a defaulted Wherry 
project as a part of that particular camp. I do not think there is an) 
question but what we ought to do that. 

Senator SparkMan. I do not have in mind any Wherry project 
which was left stranded. Possibly there have been some, and un 
doubtedly there have been some at the closing of camps. However, 
I have known of some title IX projects which were left high and dry 
as a result of « ems closing. Do you think sufficient protection can 
be written into the bill to prevent that ? 

Senator Carenartr. Your problem there would be no greater than 
if you had direct appropriations. It is just a matter of judgment. 

Senator SparkKMAN. Let me say in regard to direct appropriations 
that I have never personally favored a direct appropriation for the 
building of houses on Army posts, except around posts where we have 
few personnel which was necessary for the maintenance of the post. 
I think that is all right. But I remember Senator Maybank frequently 
made reference on the floor of the Senate to the fact, and he did it out 
of his experience both as chairman of this committee and as a member 
of the Subcommittee on Military Appropriations, that direct building 
by the military of housing was always entire ly too expensive. I think 
he had the figures to justify that statement too. 

Senator Carrnarr. Really in respect to this matter we ought to do 
everything we can possibly do to write into this bill that the Defense 
Establishments must be very, very careful and never build at any 
point where it may be just a temporary camp. We have to be very, 
very careful writing into it that they do not overbuild. We have to 
put all of the language we can in the bill and in the report to assure 
they handle it in a practical and sensible way. 

It is not the intention of this bill to get a lot of houses that are going 
to be idle and vacant. We have to make sure of that. We are inter- 
ested in only one thing—good housing in each of these permanent 
camps for the service people, so that they can get away from this bad 
situation which we have at the present moment. 

Senator SparKMAN. Do you not think there is merit in the conten- 
tion of the General Accounting Office that the FHA, if it is to carry 
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the insurance, ought to have a little more discretion in d 
vhether or not it is an insurable project 4 
Senator CAPEHART. Oh, I am not going to arbue about that particu 
larly. I think maybe they should. I do not know that I care particu 
arly, excepting that I do not want to see the same amount of redtape 
» had under the Wherry Act, because it will tie this whole business 
ip so that we will get no place. I think the services would be better 
ualified to know the kinds and types of houses they want than FHA, 
Ns observation of oy ELA is that they are always complaining they only 
have a handful of inspectors, and only a handful of employees. 1 
lo not think they go out and do much in spect) n 


eltermMining 


g¢ on these new build 

vs, I do not think with the amount of work they have to do and 
lave had to do in the past that they do too much inspecting. But I 
lave no objection to that at all if we take away some of the redtape so 
that we get the job done. That is all IT want todo. Maybe we ought to 
lo that. 

[ would like to leave it at that and hear from FHA and these people 
tosee what they have to say on it. 

Here is an objection. The bill makes FHA a rubber stamp with no 
liscretion as to construction standards or operation of the project. 
We just talked about that. 

Here is another one. Since the bill insures the project 100 percent, 

HA should be allowed to withhold approval if proposed construction 
cost is too high. Well, it does not insure the project mortgage 100 per 
ent. It does not do that. What it insures is the lowest bid of the 
builder who is awarded the contract to build it. That is what it 
umounts to. The Government is going to own it, and they do own it, 
ind they take title toit. Itis subject to the mortevage Ww hen finished. It 
s not 100 percent or 90 percent, but it is the actual cost, which was 
based on the low bid and based on the specifications set up by the 
ervice, 

It is just as | said a moment avo, like awarding a contract to build 
100 airplanes, or 100 tanks, or 1,000 pairs of shoes, or something else. 

Senator SPARKMAN. Of course, in effect you would have the Govern 
ment paving insurance to one of its agencies to carry the risk. 

Senator Carpenart. That is right. 

Senator SpARKMAN. But the risk would be on the Government all 
the time. 

Senator Capenartr. Except that we must remember that the service- 
men who pay the rent pay for the whole business. 

Senator SparRKMAN. That is the law today. If they live in quarters 
they forfeit their allowances. 

Senator Capenart. Under this bill you could either—I think it is 
better for the services just simply to deduct it rather than pay it to 
them and let them pay it back to them again, but that is something we 
might want to check into also. 

Senator SPARKMAN. That is the system now. ‘They are just with- 
holding it. 

Senator Leuman. May Lask youa question / 

Senator Carenarr. Yes. 

Senator Leuman. Is the situation such that if a service decided to 
°0 ahead and ask for bids on 1,000 or 2,000 buildings, the FHA guar 
antees the mortgages for 100 percent of the bid price ‘ 
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Senator Carenarr. They guarantee the actual cost of whatever the 
bid Was. 

Senator Leuman. Not the actual cost, but the bid price ? 

Senator Carenart. The bid. 

Senator Leuman. I wonder if there is any objection to giving FHA 
the authority to disapprove the bids or disapprove the project on 
which they have to guarantee the mortgages when the costs will be 
too high ¢ 

Senator Carenarr. That is a matter we should discuss and want 
to discuss. I have no particular objection to this, excepting that we 
do not want to see the matter tied up in a lot of red tape so that we 
do not get the job done. 

Senator Leuman. I have just one other question. It is subject to 
discussion, of course, but say a man makes a bid for a certain number 
of units at $13,500 per unit. The FHA guarantees the mortgage up 
to the cost of the bid or, rather up to the amount of the bid at $13,500. 
Then the builder erects those houses, let us say for $10,000, Let us 
say there are a number of instances where the situation varies as much 
as that. 

Senator Carrnart. In this case since he no longer will own the prop- 
erty, it is different from the Wherry Act. Under Wherry Act and 
section 608 when we were talking about windfall profits, the builders 
got not only the proceeds, but they continued to own the property. 
In this instance you have to keep in mind it is exactly the same as 
though the Government gave a contract to build 1,000 tanks. When 
the tanks are completed the Government owns them. If the tank 
manufacturer makes a profit, it is something he should get. He is sub- 
ject to renegotiation on it. 

Also, he is subject, of course, to the regular normal taxes. 

Under this plan the builder would never be permitted or entitled 
to pay taxes on the capital gains basis. It would always be normal 
taxes. 

The builder or contractor and the Defense Establishment would 
have exactly the same status that they have now with any other con- 
tractor that they do business with. It is just the same. If he makes 
too much profit you take it away from him through renegotiation. 

Senator Lenman. But the mortgage stands for the full amount ? 

Senator Capenartr. But you must keep in mind that the Govern- 
ment owns it. I do not want to fool anybody at all. This is the Gov- 
ernment doing business with the Government. That is all. It is just 
a method of maintaining as far as we can the private enterprise 
system whereby private enterprise would build them and finance them 
and the Government would run and operate them just like they do 
the tanks and Air Corps materiel. 

By this route we get private enterprise into it. The other route, of 
course, would be by direct appropriation. Then, of course, private 
enterprise would build the project also but I think I have proven that 
the direct appropriation route will cost more in interest than the 
mortgage route. 

Under this plan in this bill you can start almost immediately get- 
ting houses for the boys, which I do not think you can do under 
an appropriation. 

Senator Ives. Senator Capehart, do you feel this bill is foolproof 
against windfall profits ¢ 
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Senator CapeHart. It is just as foolproof against windfall profits 
as building tanks, or building airplanes, or building ships, or any- 
thing else is. You award the contract to the lowest bidder and expect 
him to make a profit. But if he makes too much you take it away 
from him in renegotiation. You always have normal taxes on any 
earnings here. You do not have that argument we got into on sec 
tion 608 and the Wherry Act as to whether or not it was the capit: al 
gains tax. Any profit they make they will pay normal taxes on, 
which at the moment is 52 percent. In addition they come under 
the Renegotiation Act. If they do not, they should. We will write 
it into the bill. 

The status is just exactly, from that standpoint, the same as it is 
with the Government ordering anything else. 

Senator Lenman. I still do not quite understand. There may be 

explanation, as to why you feel convinced there cannot be any wind- 
fall profits in this bill. Let me give you an example of it, or a few 
examples. 

A bid is accepted for $13,500 and the sponsor guarantees it in that 
amount. The cost is demonstrated to be only SLOVO, 

Senator CareHart. That is right. You mean he bids $13,500 and 
builds it for $10,000 ? 

Senator Lenman. That is right. 

ee Carenart, He makes $3,500, which would be 35 percent. 
Under the Renegotiation Act I am sure they will renegotiate him 
down Ree» to no more than 13, or 14, or 15 percent. 

Senator Leaman. That is true, but the mortgage would still stand 
in the full amount of $13,000 or $13,500. 

nator Caprnart. That is right. But that mortgage at no time 
is more than the Army, Navy, and Air Corps will prove to you they 
can easily amortize these mortgages at and have money left over 
from the rental allowances that the boys are getting now. 

We want the contractor to make a profit. We want him to make 
the same kind of profit that any contractor makes in doing business 
with the Government. We do not want him to make an excessive 
profit. That is why we have the Renegotiation Act. It is so that if 
somebody does make a mistake and he “makes an excessive profit, you 
renegotiate him down to a fair and normal profit. The purpose of 
the Renegotiation Act is to take care of those mistakes. 

Senator Lenman. I want him to make a profit too, of course, but 
on the other hand if he makes the profit and a mortgage is placed 
on that house of $13,500 and the cost is only $10,000, the mortgage 
remains in existence throughout the life of the property. 

Senator CareHart. That is right. 

Senator Leaman. And the rental for that house will be based on 
the mortgage. 

Senator Capenart. Yes. 

Senator Leman. Does that not mean that the purchaser of the 
house will have to pay a higher rental than he would ordinarily pay ? 

Senator Carenart. Yes. I think that will be true, but I think you 
will find on talking to service people that the rental allowances are 
more than ample to take care of it. 

Senator SparKMAN. By the way, while you are talking about that 
rental, I would like to call the attention of the Senator from Maine 
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to the figures and accounting, and so forth, on this table which you 
placed in the record a few minutes ago which is to show that the Gov- 
ernment——— 

Senator Caprnart. By the way, that was made up by the Staff, 

Senator Sparkman. Yes. Remember, though, that there is an off- 
setting figure to be taken into account which I am rather of the opinion 
will equalize the two sides. That is, the fact that these payments are 
not made out of the pockets of the occupants and the builders. You 
sunply apply the rental allowance on the left hand and you do exactly 
the same thing on the right hand. 

In other words, when that occ upant lives in the quarters, regardless 
of whether it is built under this bill or by direct appropriation, he 
gives up his rental allowance. Therefore, the rental allowance goes 
into both sides, and r seems to me it probably would offset the advan- 
tage you suggest. I do not know, I may be wrong. 

Senator Capenarr. It is a moot question, of course, as to what they 
would have to do. The purpose of that chart is to show that if the 
Government had a direct appropriation, and let us say they are going 
to build a $100 million project, they would sell $100 million worth of 
bonds. If they sold them over a period of 25 years they would make 
25-year bonds out of them and it would cost possibly 4 percent. today. 
But if they sold them on short terms of 90 days, or a year, or 2, or 3, 
or 4 years, they could get the interest rate down to 3 percent. Once 
they sold them on that basis, though, unless they made them serial 
bonds where they reduced them each year, that chart works out all 
right. 

“However, under the mortgage plan, the advantage of that over the 
other is that you know it is going to be 4 percent for 25 years. Period. 
That is all. "You have done business j in a businesslike way and know 
exactly what the cost will be for 25 years—4 percent. 

Under the direct appropriation route, in selling Government bonds, 
you do ~~ know what the Government will be paying for its money 
5, or 10, or 15, or 20 years from now. There is no question but what 
it can ae ‘ guess, but you do not know what it will be paying. 

Another ar gument here was that the bill should include cost certifi- 
cation. We talked about that. I do not know what they were talking 
about when they put that in there. 

The bill should require performance bonds. There is no question 
about that. 

Provision to prohibit windfalls to sponsors from excessive tax cost 
estimates should be included in the bill. I do not know what they 
mean by that. 

The bill should set the maximum the Government can pay sponsors 
to acquire completed projects by lease or otherwise. I think that is 

right possibly, but I thought it was understood it would be paid under 
rules and regulations and be paid on the bid price, but it will be 
written into the bill. 

Another one is, no check on volume of construction since the armed 
services could pledge quarters allowances. In the bill I think we 
limited it to a billion dollars, I think, or a billion three hundred fifty 
million, which is 150,000 units. Maybe that is too many, and I want 
to find out. But Congress controls that in the bill, exactly as we now 
control the amount of 1 mortgages FHA can guarantee, by the amount. 
So that is not a legitimate reason. 


oh 


tal Nt 


Ae 





4 
i 
ws 
“ 
‘ 
8 
, 
q 
4 












ou 









- 
eR 








ay R See 


> 2 RR aR, ea Ry ISS. Cele A 7 al a 


2 ie 


oe 


a 


basse 


lhe iam 


Siac > alee. Retin se 


HOUSING ACT OF 1955 v0 


No independent analysis of housing need is provided for, is another 
objection. Well, we will listen to the armed services in that respect. 
They will have to be the judge of that. 

Dual guaranty by FHA and armed services is unwarranted, is the 
next criticism. Maybe that is true. I think we ought to get into that. 
Maybe we ought to take FHA completely out of this. 1 do not think 
so, because I think the purpose of Mr. Cole’s office was to coordinate all 
housing. I think in this instance he ought to be in on this because of 
his responsibility for the coordination of all the housing in the United 
States. 

Then here is one from another gentleman who says the 4 percent 
interest rate on mortgages is higher than the interest’ rate on bonds 
the Government would float to build direct appropriation housing. 
We have talked about that at some length. 

Another one says this results in extra interest costs to the Govern- 
ment. I was under the impression that the servicemen are going to 
pay for this. 

Let me say this to you: If you do not do this and do not get housing, 
these poor servicemen are going to be paying a lot more than the dif- 
ference between 3 percent interest and 4 percent interest. I will assure 
you of that. They are doing it now. In fact, it is breaking their 
hearts, and particularly the hearts of their wives and families. 

You ought to go out and check it and see just what these poor fel- 
lows go through when they are moved from one point to another, 
that is, these married fellows with a wife and children. It is pathetic. 
They go and live in these motels which charge them excessive amounts. 
They stay there a week or 10 days, or 2 weeks, or a month, and it is 
just pathetic, because most of them have families with them. 

Here is another objection. If the Government assumes the obliga- 
tion on the mortgage, by the time the project is constructed, FHA 
insurance is unnecessary. We got into that partially. 

Here is another one. New military housing projects should take 
into consideration the existence of available housing financed con- 
ventionally, or with FHA or VA assistance. I can agree with that. 
[ said a — ago we ought to be very careful that this is operated 
in a practical way 

I have many ies things I could say about this bill, Mr. Chairman, 
and possibly will as time goeson. I appreciate very much being heard. 
I am just so thoroughly convinced that the best interests of the United 
States and the military, as well as the best interests of the boys in the 
service and the best interests of all of us lie in adopting some such 
measure as this and doing it quickly. I am convinced of the need of 
putting the matter of military housing on a sound basis, and having 
a plan and a policy so that over the next 10 years we can do the job 
and thereby improve the morale of these boys in the service. 

I think if we will create proper housing you will find a big per- 
centage of these boys who are now in the service will remain there for 
many years. I think honestly we would be amazed at the amount of 
money we would save in training new people. 

Above that possibility, we will get a professional army of really 
trained and experienced fellows who will work like a fire department. 
You know how they are. They are highly trained men sitting there 
—_ the finest fire fighting equipment ready to go and do a job in a 
Urry. 
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What we need is a professional Army of that type. If what we 
understand might happen, does happen, we might someday get 
bombed, if not here then some other place. Then we will need that 
professional army that can hit and hit fast. You are not going to be 
able to do it with new boys. It is going to take boys who are in the 
service and have been there 3, 4, 5, 6,8 and 10 years and longer. I say 
that because the Army today is made up of highly technical things like 
radar, and electronics, and tanks and these airplanes. If you get 
inside one of them someday and take a look at all of the gadgets in 
there you would be amazed. 

It is really an Army of technicians today, and you do not train 
technicians in 6 months. It takes years. 

Thank you, Mr, Chairman. 

Senator Sparkman. Thank you. You have been most helpful, Sen- 
ator. I would like to call the attention of the audience to the dis- 
tinguished visitors we have with us today—Dr. and Mrs. 8. S. Nehru. 
Dr. Nehru is a close kinsman of the Premier of India. We are very 
happy to have them with us. [Applause. | 

Our next witness will be Mr. Albert M. Cole, Administrator, Hous- 
ing and Home Finance Agency. Mr. Cole, do you intend for the 
others to come up at the same time, or will each one have his own sepa- 
rate statement ¢ 


STATEMENT OF ALBERT M. COLE, ADMINISTRATOR, HOUSING AND 
HOME FINANCING AGENCY, ACCOMPANIED BY NORMAN P. 
MASON, COMMISSIONER, FEDERAL HOUSING ADMINISTRATION; 
CHARLES E. SLUSSER, COMMISSIONER, PUBLIC HOUSING ADMIN- 
ISTRATION; JOHN C. HAZELTINE, COMMISSIONER, COMMUNITY 
FACILITIES ADMINISTRATION ; WALTER W. McALLISTER, CHAIR- 
MAN, HOME LOAN BANK BOARD; RICHARD L. STEINER, DEPUTY 
COMMISSIONER, URBAN RENEWAL ADMINISTRATION; OAKLEY 
HUNTER, GENERAL COUNSEL, HOUSING AND HOME FINANCE 
AGENCY; AND FRANK J. MEISTRELL, GENERAL COUNSEL, FED- 

ERAL HOUSING ADMINISTRATION 


Mr. Cotz. Each will have his own separate statement. 
Senator SparKMAN. It was suggested to me by someone that you 
wanted to finish your testimony today so that you could make a speech 
tomorrow. Isthat right ? 

Mr. Corz. I can be here a while in the morning. I think it would 
be well for FHA to come up, because we will start with them first. 

Senator SparkMAN. All right, Mr. Cole. 

Mr. Cote. Mr. Chairman and members of the committee, I appre- 
ciate this opportunity to extend to you such assistance as I can in your 
consideration of S. 1800, a bill to extend and clarify laws relating to 
the provision and improvement of housing, the elimination and pre- 
vention of slums, and the conservation and development of urban 
communities. 

The bill would provide the legislation necessary for the continuation 
of several major programs of the Housing and Home Finance Agency. 
It would also make a number of essential changes in existing laws 
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which would enable us to carry out, or carry out more effectively, the 
objectives of the Congress in present legislation, as I understand them. 
The bill would not provide for the undertaking of any new programs, 
oe -h, as you know, is in marked contrast to the legislation considered 
by this committee last year and enacted as the Housing Act of 1954. 
Current operations of our Agency are directed toward putting into 
effect the several basic changes and new programs authorized in that 


i 


So aie: 


4 comprehensive and major enactment of the Congress. As I will ex- 
A plain, our experience in connection with these operations has reve: aled 
‘ the need for the snennaliye or supplemental provisions contained 1 

: the bill. However, as I have previously indicated to your co mansitten, 
i our experience sada the Housing Act of 1954 gives every indication 


that it is sound, constructive legislation which will greatly further 
the provision and improvement of housing, the elimination and pre- 
vention of slums, and the conservation and development of urban 
communities throughout the Nation. No need exists for changing the 
basic approaches taken to accomplish those objetives. 

As S, 1800 contains provisions relating to some of the more technical 
aspects of our programs, I have fur nished your committee with copies 
3 of a section-by-section analysis of the bill. 

I should like first to comment briefly on the principal features of the 
bill relating to the operations of the FITA. The Federal Housing 
Commissioner, Norman Mason, is here with me and has a more de- 
tailed statement covering the provisions of the bill relating to FHA. 

Mr. Chairman, if it 1s agreeable to your committee, it might be 
helpful if Commissioner Mason were permitted to present his state- 
ment to you at the conclusion of the portion of iny statement on the 
FHA provisions of the bill. We could then proceed with questions 

: on this phase of the bill before I proceed with the remainder of my 
‘ testimony. 
Senator SparkMAN. Very well. 


sehlee" © 
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Mortgage insurance authorization 

Mr. Core. Earlier this year, your committee recommended and the 
Congress enacted legislation increasing the FHA general mortgage 
insurance authorization by one and a half billion dollars. ‘The report 
of your committee on that legislation (Senate Joint Resolution 42) 
indicated that such increase was recommended to permit continuation 
of FHA mortgage insurance operations on a temporary basis until 
the Congress has an opportunity to consider an increase in sufficient 
amount to cover operations for the next fiscal year. S. 1800 would 
provide that increase. It would authorize the FHA mortgage insur- 
ance up to the aggregate of outstanding insurance liability and com- 
mitments on June 30, 1955, plus $4 billion. 
ie The amount of unused authorization under existing legislation re- 
maining on June 30, 1955, would be merged with the new additional 
authorization. As it is estimated that such unused amount will be 
over $600 million, the actual increase in authorization provided by 
the bill would not exceed $3,400 million. This increase, plus the one 
and a half billion dollar increase granted earlier this year, would be 
: ithin the amount prescribed for this purpose in the budget submitted 
by the President to the Congress in January. 

Mr. Mason’s estimates of mortgage insurance operations during the 
1956 fiscal year indicated a gross use of insurance authorization total- 
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ing about $7,400 million. After allowance for return of authorization 
through expiration of commitments, scheduled repayments on insured 
mortgages, and prepayments of suc h mortgages, the net use of insur- 
ance authorization for FHA mortgage insurance programs during 
that fiscal year is estimated at approximately $4 bi lion. I strongly 
urge your committee to make available that amount of insurance 
authorization. 


Hlome re pair and modernization 
EXTENSION OF FHA TITLE I 


Title I of the National Housing Act, authorizing the FHA repair 
and modernization program, would expire under existing law on 
June 30 of this year. The bill would extend title I for 5 years, which 
is similar to the most recent extension of the title from March 1, 1950, 
to July 1, 1955. 

The bill would make no other amendment to title I. The provisions 
of the Housing Act of 1954 developed by your committee to assist in 
preventing frauds and abuses in title I operations seem adequate for 
that purpose. 

The Title I program of insurance for modernization and repair 
loans constitutes an integral part of the urban program for neighbor- 
hood conservation and improvement which was adopted in the.Hous- 
ing Act of 1954. The continuation of the title I program is also im- 
portant to the maintenance of a high level of general construction 
activity, improvement of individual properties in need of moderniza- 
tion or repair, and proper maintenance of the existing housing in- 
ventory of the Nation. All are vitally affected by the availability of 
adequate consumer credit for modernization and repair loans and the 
title I program has contributed significantly toward assuring that 
supply of credit. 

Availability of FHA insurance for this type of credit encourages 
lenders to make the loans available to borrowers in smaller communi- 
ties and to eligible borrowers in larger communities who might other- 
wise have difficulty in arranging loans. It should be recognized that, 
without such insurance, credit for home repair purposes would not be 
as readily available as consumer credit for other consumer durable 
goods, such as automobiles and appliances. In other fields, the dealer 
frequently receives credit support from the manufacturer. In the case 
of home repair loans, however, manufacturers of building products 
are each likely to have a relatively small financial interest in 1 the repair 
or improvement job done by the local firm. Naturally, the manu- 
facturer or wholesale supplier i is thus rarely interested in backing up 
credit for a repair or improvement job, especially when the largest 
cost item is labor at the site. 

Also, consumer items can normally be made subject to a chattel 
mortgage and can be repossessed, while items financed under title I 
become part of the house and cannot be repossessed. Neither is it gen- 
erally practical in the case of a repair loan to go through the expense 
of obtaining real-property mortgage security. For these reasons home 
repair or improvement loans, in the absence of title I aids, would, be 
unavailable to many borrowers, or else be available at exorbitant in- 
terest rates or fees. 
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Multifamily housing mortgage limitation 
FHA MORTGAGE LIMITATION FOR MULTIFAMILY HOUSING 


I wish to call your particular attention to one clarifying amendment 
which would revise the present mortgage limitations in the National 
Housing Act with respect to multifamily projects. The act now makes 
a $5 million mortgage limitation generally applicable to all such proj- 
ects with private sponsorship. Although the statute technically ap- 
plies only to the maximum mortgage amount, it is not clear fromthe 
statute or legislative history whether the Congress intended that the 
limitation should be applied to the total of several mortgages where 
the mortgagor on each is the same. Nor is it clear how such a limita- 
tation should be applied. The congressional intent has been variously 
interpreted by different persons or groups as making the limitation 
applicable (i) to each mortgage separately in all cases; (ii) to the 
total of all mortgages having the same mortgagor; (ili) to the total 
of such mortgages if they are in the same housing market area; and 
(iv) to the total of the mortgages if they are on property which can 
actually be managed as one project. I believe it is important that the 
limitation in the law be definite and firm, but realistic in terms of pres- 
ent costs and the type of project to be undertaken. I believe the re- 
vision of this’ limitation as provided in the‘bill would aceomplish that 
purpose. 

The $5 million mortgage limitation would be increased to $12,500,000, 
to conform to estimated increases in building construction costs sinet 
the limitation was first imposed. On the other hand, the limitation 
would be applied both to each individual mortgage and to the total 
amount of commitments outstanding at any one time under each see- 
tion of the act with respect to projects in the same housing market area 
which involve the. same mortgagor (or mortgagors under substantially 
the same control). 

Senator Lenman. That would take care of the situation, you believe ? 

Mr. Coir. We think so. 

Senator Lerman. Where a builder puts up two units immediately 
adjacent, he is limited to $5 million and now you would be permitted 
to puta $12.5 million mortgage on the properties / 

Mr. Cone. Yes, sir. 

Senator CapeHarr. Why do you need any limitation / 

Mr. Coir. Senator, we think-that the Congress and the legislative 
history indicated that some limitation is neeessary. 

Senator Carenarr. Why? My question is: Why? I know they did 
it, but why ¢ 

Mr. Mason. I am sure the reason it was done, Senator, was to pre- 
vent one builder from monopolizing a market. I think that is the 

very obvious reason why you gentlemen put this limitation in the bill. 

Senator Carenarr. Could you not control that much better than 
we in the law? There may be some places where it would be of advan- 
tage to the public and to you to have a $25 million project. 
not control that yourself rather than have it done by law # 

Mr. Mason. It is never of advantage to the public to have one man 
control the housing in a community, ‘and a man could build so much 
that no other builder would: want to come into that community. I 
am sure this was the thinking that engineered this. 


Could you 
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Senator Carrnarr. You could get completely around that. under 
the $5 million limitation. What about Levinson up in New York and 
Philadelphia ? i 

Mr. Core. That is a different situation, Senator. 

Mr. Mason. Not multifamily housing. 

Senator SparkMAN. Those were individual homes. 

Senator Carruarr. You said it was bad for the fellow to do all 
this. It is just as bad for him to do it on individual homes that he 
builds as for rentals. 

Mr. Corz. Senator, there is quite a distinction between the man 
who goes into a competitive market to build individual units and one 
who would build high-priced multifamily units. 

Senator Carruarr. My point is it seems to me like this limitation 
of $5 million—we found in our investigation of FHA last year—was 
just one of those gimmicks in there that caused people to do things 
that they would not otherwise have done. 

Mr. Cote. We think that is true. 

Senator Carrnarr. You get up to $5 million and you want to put 
in another $100,000 or $200,000, and should do it to make it a good 
project, and you cannot do it under the law. All you do then is try 
to find some way to get around the law in order to do a good job both 
for the public and FHA. This idea of putting a limit of $5 million 
or $12 million it seems to me could better be handled by you people by 
rules and regulations and the use of common horse sense. I happen to 
know of a project at the moment where it got up to $5 million, and they 
needed another $500,000. If it were handled by rules and regulations 
issued by you people, in that instance I think I would have recom- 
mended that they go to $5,500,000, but they could not do it under the 
law so they find other ways of doing it. 

Mr. Mason. I am sure that what we are trying to do in FHA is to 
find out what the Congress wants us to do. 

Senator Carenart. I do not want to labor the point, Mr. Chairman. 
It creates sort of a bad situation, because some places it might be bet- 
ter to do nothing rather than be limited to $5 million. Maybe it ought 
to be $6 million in this particular locality. Do you see what I mean ? 

Mr. Mason. I could argue, Senator, on your side very capably, 
because while a $5 million mortgage in one city is too big, a $5 million 
mortgage in another city is not large enough. 

Senator Capenart. That is right. That is why I was just wonder- 
ing why did we write it in the law in the first place. 

Mr. Corr. Senator, it was felt that it was needed to prevent monop- 
oly and continue competitive markets. 

Senator Capruart. But they went right around it, so therefore it 
possibly was not a good thing. I do not want to labor the point, Mr. 
Chairman. 

Mr. Core. In the case of mortgage insurance under section 220 of 
the Naitonal Housing Act for multifamily projects in urban renewal 
areas, the mortgage limitation would be $50 million. This is the same 
amount now provided in section 207 of the act (covering the regular 
I’ HLA insurance for rental housing) where the mortgagor is a public 
hody or subject to certain supervision under State or Federal law. 
The extension of this limitation to section 220 housing seems reason- 
able, as the locality is required to prepare and submit plans for the 
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urban renewal undertakings where the project is located and the Hous 
ing Administrator must approve such plans before section 220 mort- 
cage insurance can be made available. 


Military housing 


EXPIRATION OF MILITARY HOUSING PROGRAMS 


You will note that the bill does not extend the special title 1X mort- 
gage insurance for programmed defense housing in critical defense 
housing areas. Title IX was enacted to assist the provision of hous- 
ing for defense workers and military personnel required as a result 
of the rapid expansion of defense industries and military installations 
after the beginning of the Korean war. This period of r apid expan- 
sion has ended. There has been almost no new programing activity 
under title IX during this fiscal year, and the title is not well suited 
for meeting the current family housing needs of the military as pre- 
sented to us by the Department of Defense. 

The title VIII (Wherry Act) military housing program would be 
extended for only those projects which are undertaken purer toa 
certification by the Secretary of Defense prior to July 1, 1955, and a 
commitment to insure issued prior to July 1,1956. T his e xtension was 
requested by the Department of Defense so that existing title VIII 
operations could be concluded in an orderly manner. It is my under- 
standing that the Department will furnish testimony to your commit- 
tee concerning this matter. Your committee may also wish to con- 
sider the extension of title VIII in connection with our later discus- 
sion concerning 8. 1501, the military housing bill introduced by 
Senator Capehart and other Senators. 

If agreeable, Mr. Chairman, Mr. Mason will present his statement. 

Senator Carenarr. You are going to get into §. 1501 later? 

Mr. Cote. Yes, sir. 

Senator SparKkMAN. All right, Mr. Mason. We are glad to have 
you, sir. 

ir. Mason. Mr. Chairman, this statement of mine on S. 1800 will 
be a brief New England one, rather than the more detailed one that 
Mr. Cole has made, 

I appreciate the opportunity to discuss with you the portions of 8S. 
1800 which pertain to FHA operations. The bill proposes an exten 
sion of the title I property improvement program. It also makes a 
few modifications in existing mortgage insurance programs, provides 
for the orderly conclusion of the title VII F H A military housing pro- 
gram, and terminates title IX FHA defense housing mortgage insur- 
ance. 

All of the provisions are designed to enable FHA to serve the Na- 
tion more effectively in fulfilling its function of raising housing stand- 
ards, and to carry out its responsibilities more efficiently. 

With the comprehensive housing bill which was passed last year 
the FEA programs have increased in effectiveness. The proposals 
in S. 1800 are in n the nature of perfections based upon FHA experience 
in the last year. I shall discuss each of these changes very briefly. 
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Mortgage insurance authorization 


INCREASE IN FHA MORTGAGE INSURANCE AUTHORIZATION 


The FHA general mortgage insurance authorization would be in- 
creased to authorize FHA mortgage insurance up to the aggregate of 
outstanding insurance liability and commitments on June 30, 1955, 
plus $4 billion. This new additional authorization will’ provide’ for 
the estimated amount of housing which will be assisted by FHA mort- 
gage insurance during fiscal year 1956. 

Senator Carenarr. What is the amount outstanding? 

Mr. Mason. Our present authorization is about $23 billion. 

Senator Carrnart. In other words, this $4 billion must be added 
to the $23 billion ? 

Mr. Mason. Yes, sir; after allowing for the elimination of unused 
authorization on June 30. 

Senator Carruarr. I wondered why you put it as you did here— 
“plus $4 billion.” 

Mr. Mason. This has been the customary way, Senator, of taking 
the amount outstanding at the end of the fiscal year and adding the 
$4 billion. 

Senator Carenarr. In other words, the amount outstanding at the 
moment is $23 billion ? 

Mr. Mason. Yes, sir: the outstanding authority is about $23 billion. 

Senator Carrnarr. And then you are asking for $4 billion more? 

Mr. Mason. Yes, sir. 

Senator Carenarr. Which will bring it up to $27 billion ? 


Mr. Mason. After allowing for the expiration of unused authority 
on June 30, the total authorization will be about $26 billion. As Mr. 
Cole in his testimony related, the need will be greater than $4 billion, 
but that extra need, some almost $4 billion more, will be taken care of 
by amortization and payments that are made on existing mortgages. 


‘ ‘ » 7 . 
Tlome re parr ana modernization 


EXTENSION OF FHA TITLE I HOME REPAIR AND MODERNIZATION PROGRAM 


This section would extend the FHA home repair and moderniza- 
tion program for 5 years to July 1, 1960. The last time title I was ex- 
tended was in 1950 for a similar 5-year period. 

The significance of this amendment is to maintain a high level of 
construction activity in improving indivdual homeowners’ properties, 
to maintain homes in good repair, to stop blight before it starts, to 
make credit available to borrowers in smaller communities and to 
eligible borrowers in larger communities who might otherwise have 
difficulty in arranging loans except at exorbitant interest rates. This 
program will also be especially helpful in the repair and moderniza- 
tion of existing structures and the prevention of the spread of blight. 
As such it is a definite corollary and aid to the urban renewal program 
under sections 220 and 221, 

Title I makes it possible for the individual to build something of 
himself into the property he owns. We find that this is an added in- 
centive in homeownership and community pride. 


For these reasons it 1s recommended that title I be extended in 
accordance with S. 1800. 
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Senator Capenart. Mr. Chairman, I suspect it is going to come up, 
so would it be possible for Mr. Mason to furnish for the record the 
steps that you have actually taken to eliminate the irregularities that 
we found in the title I program a year or year and a half ago? 

Mr. Mason. Yes; it would. I can give it to you now or I can fur- 
nish it for the record and not take your time now. 

Senator Caprnart. I think it would be just as well to furnish it for 
the record. What we have in mind is to tell us exactly the changes 
that you have made to eliminate the irregularities that were found. 
And then my next question is: Are you certain you have eliminated 
them ? 

Mr. Mason. We have done an excellent job, according to our way 
of looking at it; yes, sir. 

Senator CargeHart. Do you feel that you have eliminated all the 
abuses and irregularities that were uncovered ? 

Mr. Mason. Sir, there will continue to be irregularities or abuses in 
any program of this kind as long as the program exists. 

Senator Capenarr. But you have them under control ? 

Mr. Mason. I think that is the answer. 

Senator CarrHart. You feel that if they follow your rules and 
regulations and follow the law that you have eliminated all the abuses 
that we found ? 

Mr. Corz. I can answer that. The answer is “Yes.” 

Senator CarprHart. My question was: If everybody follows the 
rules and regulations that you have written and follows the laws, 
then you feel that you have eliminated it ? 

Mr. Mason. Yes, sir; that is correct. 

Senator Carenart. That if there are violations going on at the 
moment it is simply because they are violating the law ¢ 

Mr. Mason. Yes, sir. 

Senator Caprnart. And knowing they are doing so? 

Mr. Mason. It is human beings who are violating the law know- 
ingly, but there are far less. 

Senator Carpenarr. Would you put in the record exactly what you 
did to stop it ? 

Mr. Mason. Yes; we will add that for the record. 

(The information referred to follows :) 


OPERATIONS UNDER THE FHA TitLte I Home REPAIR AND IMPROVEMENT PROGRAM 


Since I became Commissioner of the Federal Housing Administration in mid- 
April of 1954 we have taken a large number of organizational, administrative, 
and regulatory actions, all designed to strengthen materially this important 
phase of FHA operations and to prevent any recurrence of the abuse in this 
program which were revealed by the investigations of 1954, 

Among the major organizational changes, which have involved both Washing- 
ton headquarters and the field organization, has been the expansion of field 
supervisory personnel in order to provide closer supervision over lending insti- 
tutions, reviewing their title I operations with particular attention to dealer 
control and collection activity. The Dealer Control Unit in the Title I Division 
at Washington headquarters has been increased from 3 to 8 examiners in order 
to provide for closer review of all types of irregularities in dealer operations and 
to identify instances in which restrictive actions should be taken against dealers, 
contractors, or salesmen. 

A new procedure has been established whereby individuals, companies, or-insti- 
tutions may be barred entirely from further participation in the various housing 
programs. This procedure is embodied in section 512 of the National Housing 
Act, as amended, and has been the basis for 26 actions taken against title I 
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dealers between October 1954 and March 1955. These actions have involved 
14 firms and 12 individuals. In addition, the number of precautionary measure 
actions were increased to 844 letters covering 421 companies and 1,177 individuals 
during the period from April 1, 1954, through March 31, 1955, as compared with 
349 letters covering 194 companies and 404 individuals during a like period 
in 1953-54. These precautionary measures are required of lenders after they have 
been notified that FHA has information that dealers or salesmen have shown 
disregard. for the statute and regulations or have committed irregularities or 
have otherwise shown that the type of business originated by such dealer or 
salesman is such that FHA ought not to assume insurance responsibility for 
loans so originated. 

The investigative functions formerly performed by FHA’s Legal Division have 
been transferred to the Office of the Administrator, HHFA, Compliance Division. 
Under this arrangement, facilities of the FBI are available in those cases where 
criminal prosecution is indicated. In addition, all FBI reports referred to the 
Title I Division are being reviewed to determine whether restrictive action should 
be taken on the basis of information developed in these reports or whether such 
administrative action as FHA is authorized to take has already been effected. 

Another organizational change effected during the year was the transfer of 
title I collection activities to the field and an increase in the number of loan- 
servicing representatives. 

In an effort to further strengthen this program, the Agency obtained from 
the President’s management improvement fund in the Bureau of the Budget an 
allocation for the employment of an outside management firm for the purpose of 
undertaking a study of title I premium-billing and claims-payment procedures. 
This was done in order to effect additional efficiencies and economies in the 
internal operations of the FHA. I might mention that such studies involving 
other programs of the Agency are in the process of formulation. 

Among the administrative actions taken under my direction has been the 
elimination from the list of eligible improvements of all luxury items which 
by their nature lend themselves to abuse of this program. The regulations have 
been amended to make ineligible any items, products, alterations, repairs, or 
improvements which would not substantially protect or improve the basic liv- 
ability or utility of the property. 

There have been numerous revisions of processing forms and procedures in- 
cluding a change in the credit application for property improvement loan which 
was revised to remove the possibility that property owners would assume they 
were dealing with a Government agency for a Government loan. Additional 
changes were made in the body of the loan application form to comply with 
requirements of the Housing Act of 1954, and an additional requirement has 
been made for the insertion of the true name and signature of the salesman. 
The title of the completion certificate for property improvement loan was 
changed for the same reason, while the advance notice of approval to applicant 
for property improvement loan has been expanded to require the lender to show 
the face amount of the note including financing charges and the dollar amount 
per month called for by the obligation, Under earlier procedures the form had 


required the lender to show only the net amount and number of months the 
note would run. 


Circular letters have been sent to all title I lenders as part of a program of 
education and in order to secure greater vigilance on the part of these lenders 
where this program is coneerned. These letters have covered such topics as list- 
ings of ineligible items for financing under title I, deferment of initial payments 
on title I loans, unauthorized use of title I forms, credit life insurance, and 
refusal of benefits of participation in the program. Further educational meas- 
ures designed to prevent abuses under this program were taken through the 
revision of booklets of instruction on title I. In this connection we have revised 
the Dealer Guide for Title I Loans, enlarging this publication to better educate 
dealers in FHA procedures and to warn them concerning their responsibilities 
in connection with business originated by them. 

Major changes in regulations pertaining to the title I program which were 
instituted during the past year were: 

(1) In the case of property conversions, the maximum limitation of a title 
I loan was restricted to $2,500 per dwelling unit with a maximum of $10,000 
regardless of the number of units in the structure. 

(2) A limitation was instituted providing that where more than one class 1 
(a) title I loan is obtained to improve the same property or structure, the aggre- 
gate loan balance may at no time exceed $2,500. 
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(3) In class 2 (a) and 2 (b) loans where the maximum amount of loan is 
$3,000, the regulations have been amended to limit the amount outstanding on 
any one property at any one time to a maximum of $3,000, thus preventing a 
series of loans of this type. 

(4) Where a loan is made to a lessee of a property to be improved (other than 
residential or agricultural), the owner of the property must join in signing 
the note, 

(5) Regulations have been revised to require that all dealer approvals must 
now be evidenced on forms approved by the Commissioner. 

Additional revised regulations put into effect the statutory measures to prevent 
abuses, such as the coinsurance provision, the requirement of at least 6 months’ 
occupancy of a new residential property before becoming eligible for a title f 
loan, and maximum Joan controls. 

In addition to this program for the education of lending institutions and deal- 
ers, we have undertaken a comprehensive program of consumer education 
designed to enlighten and warn consumers who make purchases financed under 
the title I program. Actions taken along this line have included: 

(1) The preparation of an educational pamphlet containing advice on the 
selection of a contractor or dealer, caution regarding exaggerated guaranties, 
warning about the signing of papers and general information on the title I 
program. 

(2) Radie and TV spot announcements which have been issued weekly. 

(3) Local and national press releases covering such subjects as the elimination 
of luxury items, the new title I regulations, educational articles on abuses and 
precautionary measures, and other materials designed to educate the public in 
connection with, the title I program, 

(4) Carrying on this educational program through the medium of speeches 
delivered in numerous public appearances by the Commissioner, the Director of 
the title I division, and members of his staff. 

(5) Holding many meetings with representatives of better-business groups 
and industry, or with individuals, for the purpose of identifying and checking 
on complaints and furthering the work of this consumer-education program. 

In all of this comprehensive program for the improvement of the title I 
program, we have been materially assisted by the membership of a title I 
advisory committee which was appointed in August 1954, and held meetings on 
September 2 and 3 of that year and on February 24 and 25, 1955. This committee 
discussed and reviewed with the title I director the functions of the title I pro- 
gram under current legislation and regulations and made recommendations to 
increase the effectiveness of the program. 

The effect of these new controls with respect to (1) the volume of business 
and effectiveness of the program and (2) the prevention of abuses is shown here- 
inafter. Our statistics reveal that the number of loans submitted for insurance 
by lenders have decreased markedly. In the 6 months preceding October 1, 
1954, FHA insured 876,800 loans with net proceeds to borrowers of approxi- 
mately $526 million. In the 6 months from October 1, 1954, to March 31, 1955, 
563,000 loans were insured for approximately $338 million, a decrease of about 
36 percent. During this latter 6-month period the number of institutions re- 
porting loans for insurance decreased only slightly from the number reporting 
loans in the first 6-month period. This seems to indicate that althongh lenders 
are not withdrawing from the title I program entirely, they are either making 
fewer property improvement loans, or they are setting up loan programs of 
their own without reliance on FHA insurance. 

The Housing Act of 1954 and the new administrative controls mentioned above 
appear to have materially improved the quality of dealer-originated property- 
improvement loans. A spot check of 330 complaint cases in our dealer-control unit 
shows that in 248 cases the loan was originated prior to December 1, 1953, 74 
cases were on loans originated between December 1, 1953, and September 30, 
1954, and only 8 cases involved loans made subsequent to October 1, 1954, when 
the new regulations took effect. It may still be too early to take these figures as 
indicating the effectiveness of the new measures designed to prevent abuses, 
but there is positive evidence that the number of complaints being received 
has been drastically reduced. 


Senator SparRKMAN. Have the provisions we put in the law last 
year proved helpful ? ; 
Mr. Mason. They were very helpful, Senator Sparkman. 





HOUSING ACT OF 1955 


Senator Leuman. I want to say I agree with the statement made by 
Commissioner Mason that in a project of this size and complexity you 
will never in the world be able to avoid some abuses. They will always 
exist. All we hope for is that most of them can be dissipated. 

Mr. Mason. Any other questions on title I? 

Senator CarrHart. Do you feel there is any of the so-called model- 
home technique being used today in title I? 

Mr. Mason. We have no record of any being used under title I, 
Senator, but I find the boys that were doing it are still doing it and not 
financing under Government insurance. 

Senator Carenart. I see. But they are financing in other ways? 

Mr. Mason. Yes, sir, we have evidence of that. 

Senator Carruarr. Is the Attorney General here today? He ought 
to look into that. Let us call that to the attention of the Attorney 
General, that these same boys are using this model-home technique 
but financing through other sources. That is interesting. The in- 
genuity of the American people is pretty good, isn’t it? 

Mr, Mason. The American people are very ingenious, sir. 


Multifamily housing mortgage limitation 


REVISION OF THE FHA MORTGAGE LIMITATIONS FOR MULTIFAMILY 
HOUSING PROJECTS 


The present statutory limit on the dollar amount on a multifamily 
housing project, where the mortgagor is a private corporation, would 
be increased from $5 million to $12.5 million. 

This limit would apply to mortgages insured under sections 207 


(the major FHA rental housing program) , 213 (cooperative housing), 
221 (low-cost housing for families displaced in slum-clearance areas 
and by governmental action), and 803 (military housing) of the 
National Housing Act. The limitation on FHA mortgages financing 
multifamily housing in slum clearance or urban-renewal areas under 
section 220 of the National Housing Act would be inereased from $5 
million to $50 million, where the mortgagor is a peyote corporation. 


This conforms to the dollar ceiling now in the law with respect to 
multifamily housing mortgages where the mortgagor is a public body. 

This proposal is in recognition of the increase in construction costs 
since 1938. Furthermore, it would get the FHA legislative clarifi- 
cation for administrative guidance in these matters. As it is today 
we find that the $5 million limitation results in subterfuge in order 
to produce a large-scale project. 


Farm housing 


REPEAL OF SEPARATE LIMITATION ON INSURANCE AUTHORIZATION FOR 
FARM HOUSING MORTGAGES 


This is merely a consolidation to simplify FHA administration and 
reduce recordkeeping. The insurance volume would be controlled in 
the same manner as other section 203 sales housing mortgages. I 
might add this control is by the amount of insurance authorization, of 
course, that is provided for. 
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Certencates of claim 
FHA SETTLEMENT OF CERTIFICATES OF CLAIM 


This is also an amendment to reduce recordkeeping and effect sav- 
ings through simplifed accounting. The proposal would enable 
FHA to make final settlement of certificates of claim at any time after 
the sale or transfer of title by the FHA of the property acquired. 
Under the present law such final settlement cannot be made until the 
housing which has been sold by the FHA has been completely paid for, 
which might be for as long as 20 years. 

The financial savings from this proposal would be very substantial 
in a period of high volume of insurance claims. 

I would like to add here that we have been looking for ways to 
save money in FHA this year, and with the help of the General Ac- 
counting Office people and their recommendations, this is one that 
we had suggested to us. We thought it was an excellent one. 


Cost certification requirement removal 


REMOVAL OF COST CERTIFICATION REQUIREMENT FROM SECTION 221 SINGLE- 
FAMILY HOMES 


Section 221 housing is low-cost housing for families displaced by 
slum clearance or Government action. The cost certification for 
single-family homes duplicates other established procedures and is 
not used under any of the other FHA programs for single-family 
homes. It is felt that all home-mortgage programs should have the 
same requirements with respect to cost certification, and that this pro- 
vision does not appear to serve any useful purpose in the 221 program. 

Senator Carrenart. Is that the program where there is no down- 
payment ¢ 

Mr. Mason. There is a downpayment in section 221. 

Senator Carenartr. You are insuring 100 pereent? 

Mr. Mason., Not in section 221. Ninety-five percent. The buyer in 
this ease does get a certificate as provided for in the Housing Act of 
1954, of the value of the house, so it seems needless to have this extra 
safeguard. 

Senator Leuman. I am not quite clear why you make that recom- 
mendation. What is the difference in philosophy between low-cost 
housing for families displaced by slum clearance and a single-family 
home ¢ 

Mr. Mason. Sir, when this legislation was written it provided cost 
certification which we all were thinking of as so needed. It was 
written into the legislation for that purpose. No other single-family 
housing requires cost certification, rental or otherwise. 

Senator SpaRKMAN. His recommendation makes it uniform. It has 
been an exception in the law. Originally when you proposed 100-per- 
cent.insurance, we reduced it to 95 percent, but we did not remove the 
cost certification. 

Senator Leuman. This makes it uniform ? 

Mr. Mason. It makes all single-family housing on the same basis. 


These things that are simple are better for the industry and better 
for us, too. . 
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Military h OUS ing 





EXTENSION OF TITLE VIII MILITARY HOUSING 





Under the existing law, title VIII expires June 30, 1955. This bill 
would extend title VIII for only those projects whith are certified by 
the Secretary of Defense prior to June 30, 1955. It also provides 
that all FHA commitments to insure these projects must be made 
during the following year. This extension is intended to provide an 
orderly conclusion to the FHA military housing program. 

Senator Carrnarr. Might I ask a question there? Is it not a fact 
that there has been no so-called military housing under title VIIT or 
Wherry housing started since we wrote the cost certification into the 
act ¢ 

Mr. Mason. No, that is not true. 

Senator Carrnart. How much has been started ? 

Mr. Mason. There are 17 projects. 

Senator Carruarr. How many ? 

Mr. Mason. Seventeen projects, sir. 

Senator Carenart. They were all started prior 

Mr. Mason. And prob ably the reason for your question was that 
you wrote cost certification into Wherry housing before you did into 
other housing. It was written on June 30, 1953 

Senator Carpenartr. Under the Wherry Act has there been any proj- 
ect started since we wrote the certification in ? 

Mr. Mason. Yes, 17 projects. 

Senator Carenart. Were they not started prior to that time? 

Mr. Mason. No, sir. 

Senator Carenarr. Since we wrote it in in 1954 there has been no 
project started ¢ 

Mr. Mason. I cannot answer that. 

Senator Carruarr. What is the date of the starts of those 4 

Mr. Mason. I do not have the dates here, sir. 

Mr. Coz. Prior to 1954. 

Mr. Mason. I have a listing of the projects that have been started. 

Senator Carenarr. I think you will find that since 1954 there has 
been no Wherry project started—since we wrote the certification 
amendment in the 1954 act. 

Mr. Mason. I cannot state positively. 

Senator CarrHart. You do not have the date these were started, 
Mr. Mason ? 

Mr. Mason. No, but since June 30, 1953, when cost certification was 
written into the Wherry Act. 

Senator Carenart. That is June 30, 1953 ? 

Mr. Mason. We have 17 projects in Alabama, California, Idaho, 
Massachusetts—— 

Senator Carenart. But I think you will find there has been none 
started since May 1954. 

Mr. Mason. Senator, there have been no commitments issued by 
FHA for Wherry Act housing since August 2, 1954. 

Senator Caprenartr. That was the day the bill passed. 

Mr. Mason. Yes, sir. 
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Senator Carenart. This certification you are talking about there 
was 100 percent, and in the new bill we wrote in 1954 it went back to 
90 percent. 

TERMINATION OF TITLE IX DEFENSE HOUSING 


Defense housing (title 1X) termination 

Mr. Mason. This program has been on a standby basis for the last 
year. It is recommended that FHA defense-housing insurance be 
made available for any outstanding commitments on July 1, 1955, and 
that otherwise title IX expire on that date as the program has ful- 
filled its purpose. 

Mr. Cote. Mr. Chairman, that completes our presentation with 
respect to FHA. 

Senator SparKMAN. Let me ask just one question on title IX. | 
fully appreciate your statement that it has fulfilled its purpose. It 
was primarily to take care of those situations in which there was a fast 
buildup of the need by the establishment of the new camps or reactiva- 
tion of camps, and so on. 

Mr. Mason. But also for defense workers in defense plants. 

Senator Sparkman. Defense installations. 

Mr. Mason. Many of our title LX projects were for defense workers. 

Senator SparkMAN. What would happen now if Atomic Energy, for 
instance, located another plant somewhere? How would you provide 
housing in that area? 

Mr. Mason. It seems as though the emergency situation is passed, 
and that could be handled in a normal manner now. That is my 
feeling. 

Senator SparkMAN. You think the regular programs would be 
sufficient ? 

Mr. Mason. Yes, sir. 

Senator SparKMAN. Even if it were in an isolated area / 

Mr. Mason. Well, if this is a permanent installation there is no 
reason why housing cannot be available under the ordinary pro- 
grams of FHA. If it is not a permanent installation, we would have 
no way to meet the situation, that is correct. 

‘Senator SPARKMAN. Any questions on FHA before we move to 
something else? We will go back to Mr. Cole’s statement. 


Slum clearance and urban renewal 


Mr. Cote. Under the provisions of the Housing Act of 1949, capital 
grants in the aggregate amount of $500 million were authorized to 
assist in carrying out the title I slum clearance and urban redevelop- 
ment program, and this capital grant authorization was made avail- 
able for the broader urban renewal program under the Housing Act 
of 1954. The bill would increase that authorization by an additional 
$200 million to be made available on July 1, 1955, and another $200 
million to be made available on July 1, 1956. Also, the President 
would be authorized to increase the authorization at any time or times 
by not to exceed $100 million. 

By May 1 of this year, a total of almost $470 million of capital 
grants had been effectively committed, including a $50 million reserve 
for possible overruns. It is practically certain that, by June 30 of 
this year, the entire $500 million capital grant authorization now 
available will be committed, including the $50 million reserve for over- 
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runs. A commitment of capital grant funds for a project is ef- 
fected when the original allocation of an advance for surveys and 
plans is made. The commitment consists of the reservation of capital 
grant funds for such project based upon estimates of the capital 
grant needs for the project. Reservations of capital grant funds do 
not represent legally binding obligations of the Federal Government. 
Such obligations are created when a contract for capital grant is 
executed following the completion of the surveys and plans. However, 
a reservation does indicate that a project approved for planning 
advances may in the normal course of events be covered by a contract 

for a capital grant, chargeable to a legislative authorization in effect 

when planning commences, in substanti: ally the amount reserved. To 
that extent, therefore, such capital grant funds are earmarked or com- 
mitted for such project. 

By the end of June, additional capital grant authorization will be 
required for the title I urban renewal program. By the end of the 
year, it is estimated that capital grants in the aggregate amount of 
$585 million will be committed, of which $60 million will represent a 
reserve for overruns. By June 30 of next year, a total of $700 million 
will have been committed, of which $70 million will constitute a 
reserve for overruns. Thereafter, it is anticipated that the commit- 
ment of capital grants will increase at a more rapid rate. The broad- 
ened scope of the program and the anticipated increase in the number 
of municipalities that will participate in the new urban renewal 
program will accelerate capital grant commitments to the point that 
the balance of the increased capital g grant authorization now requested 
would be fully committed by : about June 30, 1957. 

The need for legislation at this time providing for the additional 
authorization required for use over a period of more than 2 years arises 
out of the type of program involved. Many months of preliminary 
work are required to develop an urban renewal project. The local 
community must engage in long-range preparatory activities involv- 
ing such matters as establishing and maintaining an appropriate 
urban renewal organization, making surveys, preparing plans, revis- 
ing capital improvement programs, and providing funds. In order to 
undertake such time- -consuming activities involving the expenditure 
of funds, local communities need the assurance that capital-grants 
funds are authorized and will be available at the time needed by the 
communities. 

Also, we do not normally make even planning advances for any 
project unless there is available adequate capital grant authorization 
to cover the project. This means that without the capital-grant an- 
thorization the planning of many urban renewal projects cannot be 
commenced by local communities, nor can the program be carried out 
at an orderly and efficient pace. The additional authorization is thus 
essential to enable local communities to commence and carry out neces- 
sary preparatory activities and to keep the urban renewal program 
moving forward to achieve the objectives of the Federal law. 

Under existing law, not more than 10 percent of the total title T 

capital grants authorized may be expended in any one State, except 
that an additional $35 million may be allocated for use in States 
where more than two-thirds of the amounts they could otherwise re- 
ceive have been legally obligated. It should be noted that this amount 
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is part of, and not in addition to, the amount of title I capital ; grants 
to be authorized. The bill would double the present $35 million 
amount. It is anticipated that by June 30 the existing amount will 
be committed. 

The Deputy Urban Renewal Commissioner is here with me and 
together we will try to answer any questions you may have on these 
urban renewal provisions. 

Senator Sparkman. That $35 million was used up principally in 
New York, Chicago, and Philadelphi: u/ 

Mr. Core. Yes. 

Senator SpARKMAN. Any others? 

Mr. Srerver. New York and Pennsylvania have been the tight 
States so far, Senator. It is possible that Illinois might also come 
into that category fairly soon. 

Senator SparKMAN. Any questions, Senator Capehart or Senator 
Payne? 

Mr. Core. All right, sir, we will proceed to the low-rent public 
housing. 

Public housing 


We have given very careful consideration to the provisions of 
S. 1800 relating to low-rent public housing, and I strongly urge their 
enactment. Essent ially, these provisions would do two things. First, 
they would authorize additional public housing for 2 more fiscal years 
at the rate of 35,000 units a year, the rate authorized for this fiscal 
year by the Housing Act of 1954. Second, they would make the neces- 
sary technical and other changes in existing requirements to permit 
the full use of that authorization, without dep: rting In any way from 
the objectives of the Congress, as I understand them, in enac ting the 
public housing provisions of the Housing Act of 1954. The bill would 
maintain in all respects the basic purpose of meeting the relocation 
needs of families of low income displaced by slum clearance and 
urban renewal projects under title I of the Housing Act of 1949 or by 
any other governmental action. 

As you know, one of the principal features of the Housing Act last 
year was the new broadened approach toward assisting communities 
in meeting their overall problems of eliminating and preventing the 
development and the spread of slums and urban blight. Further fi- 
nancial assistance for public housing and other special aids of our 
agency relating to this problem were made conditional upon com- 
munities developmg approved workable programs for meeting their 
overall problems of eleminating and preventing slums and blight. 
The act also imposed restrictions designed to assure that additional 
public housing would be built only to the extent that families are dis- 
placed by urban renewal or other governmental activities in these 
communities. I believe the purposes of those restrictions are essen- 
tially sound and should be adhered to. However, the technical legal 
effect of the requirements, as applied to existing title I redevelopment 
projects and other circumstances, had an unreasonably restrictive 
effect which delayed and prevented, in large part, the use of the new 
public housing authorization. I am sure that this result was not in- 
tended by the Congress and, frankly, the full effect of these restric- 
tions was not realized by the Housing Agency prior to operating 
experiences under the new act. 








‘ 


72 HOUSING ACT OF 1955 


Mr. Slusser, the Public Housing Commissioner, is prepared to ex- 
plain the specific changes S. 1800 would make in the existing restric- 
tions on public housing, and the eifect those changes would make on 
the public housing operations of our Agency. I wish first to empha- 
size the importance of low-rent public housing to the success of our 
slum clearance and urban renewal operations and the related pro- 
grams of our Agency. Relocation of displaced families presents 
perhaps the most serious problem usually encountered in a slum clear- 
ance operation. The greatest need and the greatest public responsi- 
bility exists in connection with those displaced families who are also 
families of low income. 

Senator SparKMAN. Mr. Slusser seems to be out right now. 

Mr. Coie. I am sorry, Mr. Chairman. 

Senator Sparkman. While waiting for him, perhaps I might ad- 
dress this question to you. There are a couple of bills relating to the 
inclusion of eligibility of elderly persons of low income for public 
housing. Do you have any comment on those ? 

Mr. Core. S. 1412 and S$. 16424 

Senator SparRKMAN. Yes. 

Mr. Cote. Mr. Chairman, may I read a statement which I have 
prepared on them ? 

Senator SparKMAN. Here is Mr. Slusser now. 

Mr. Core. I think it would be more orderly procedure if we would 
go ahead with his statement. 

Senator SparkMAN. Mr. Slusser, we will be glad to have your state- 
ment at this time, sir. 

Mr. Stusser. Mr. Chairman and members of the committee, the low- 
rent public housing section of the proposed housing amendments of 
1955 (sec. 13 of S. 1800) constitutes a short and, we believe, modest 
proposal for the continuation of the public housing program. 

This program has suffered in recent years from repeated changes in 
its goals and authorizations and from the imposition of a series of cut- 
off dates and deadlines in connection with these authorizations. For 
example, at the present time the low-rent program has an authoriza- 
tion to contract for 35,000 units, but this authorization expires on June 
30 of this year. 

These repeated changes in authorizations and deadlines have made 
it impossible to schedule the development of low-rent projects in an 
orderly manner. It is evident, of course, that a program such as that 
of public housing can function best if it can plan reasonably in ad- 
vance for a steady and uniform flow of work. It takes 12 to 18 months 
from the date of its first contract with PHA for a local authority to 
plan and acquire the land for a public housing project. After the 
award of construction contracts, it takes about the same length of time 
to complete construction and initial occupancy. In order to assure 
an even flow of work, it is necessary to have a fixed authority to make 
contracts and authorize construction for a period of several years in 
advance. 

The stops and starts under which the program has operated in the 
past few years have made this type of steady progress almost impos- 
sible. Because of the peaks and valleys in our own workload, we have 
been unable to utilize our personnel to the best advantage, or build 
up and hold the skilled professional staff which is necessary in super- 
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vising the development of public housing. Moreover, it has fre- 
quently happened that in rushing projects to construction in order to 
meet.a statutory deadline they have not been as well thought out and 
planned as they otherwise might have been. 

In my opinion, therefore, the very best thing that could happen to 
the low-rent program would be for the Congress to assign it — and 
definite goals, even though modest ones, toward which it could work 
ata uniform rate over a period of several years. 

This the proposed bill seeks to do. In the first place, it extends for 
1 year the present authorization to enter into contracts for 35,000 units. 
Because of the great complexity of the requirements in the Housing 
Act of 1954, it w ill not be possible to make use of the present authoriza- 
tion in full before it expired on June 30 of this year. We have so far 
entered into annual contributions contracts for only a few hundred 
units, and we do not expect to be able to contract for much more than 
15.000 or 20,000 units before the cut-off date. The extension of the 
present authorization for 1 year will permit us to use it in full. 

In addition to this extension, the proposed bill authorizes new annual 
contributions contracts for 35,000 additional units which could be 
entered into at any time in the 2-year period beginning July 1, 1955. 
A similar authorization for another 35,000 units would become avail- 
able for the 2-year period beginning July 1, 1956. The authorization 
for making new annual contributions contracts would thus expire in 
June 1958, or just over 3 years hence. This would permit PHA and 
local authorities to schedule new contracts on an orderly basis and 
allow time for carefully working out the proposed projects before 
the contracts are entered into. 

Under the proposed bill, Congress will exercise effective control on 
the size of the low-rent program through the limitation on the number 
of dwellings which may be put under definitive annual contributions 
contracts, rather than through any control on the commencement of 
construction. Once annual contributions contracts have been entered 
into, the local authorities will be free to proceed in an orderly manner 
through planning, land acquisition, award of construction contracts, 
construction, completion of the projects, and eventual occupancy. 

In order to ‘arry out the initial planning of projects prior to the 
making of annual contributions contracts, the proposed bill authorizes 
the PHA to enter into such new preliminary loan contracts as are 
necessary for this purpose. Preliminary loan contracts are strictly 
limited to providing funds for the advance planning of projects, and 
do not in any way commit the PHA to enter into definitive annual 
contributions contracts. Before a preliminary loan is made, the exist- 
ing provisions of the act require that the governing body of the locality 
must approve the application for such loan. 

We believe that the size of the program proposed in this bill is 
modest in relation to the needs of the families who are expected to be 
displaced by slum clearance and urban renewal activities and who will 
be eligible for admission to public housing. Because the incomes of 
those families are too low to permit them to find decent, safe, and 
sanitary dwellings offered by private enterprise, public housing must 
be provided for them before they can be displaced and their present 
slum dwellings be demolished. The provision of low-rent housing for 
these families is an absolute oan’ if the slum clearance and urban 
renewal program is to make the progress which is expected of it. 

62736—55—-6 
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In addition to extending the program, the proposed legislation seeks 
to simplify certain complex requirements which were included in the 
Housing Act of 1954, while at the same time adhering to the general 
philosophy then established by the Congress. 

Under the present law, new public housing contracts ean be entered 
into only in communities which have adopted a workable program for 
the elimination of their slums. This requirement is continued in the 
proposed legislation, but in addition, any community which had under- 
taken a title I slum clearance project prior to the adoption of the 
Housing Act of 1954 could also qualify for low-rent housing. This 
parallels a similar provision applicable to FHA mortgage insurance 
under section 221. 

The Housing Act of 1954, in addition to requiring a workable pro- 
gram, went further and provided that a community to be eligible for 
public housing must also be receiving aid from the Federal Govern- 
ment for a title I slum clearance or urban renewal project. Since 
there are many other ways in which a local government can eliminate 
slums pursuant to its workable program, it seems unfair to deny 
public housing to a local authority which proceeds on its own steam 
without asking for Federal assistance under the title I program. 
Moreover, the requirement that a title I project be started in a locality 
before a contract can be made for low-rent housing is on its face in- 
consistent. No matter how fast a public housing project were speeded 
up, it could hardly be planned, constructed, and ready for occupancy 
by the time the title I project was ready to clear its sham area and 
displace families. For these reasons, the proposed legislation omits 
the requirement that the carrying out of a title I project be a condi- 
tion precedent to any new annual contributions contract for low-rent 
housing. This change will put public housing on the same basis in 
this respect as FHA mortgage insurance under section 221. 

The present act also contains a requirement that before a new an- 
nual contributions contract can be entered into, the local governing 
body must certify that — housing is needed for families dis- 
played by a title I slum clearance or urban renewal project: Since it 
is proposed that the carrying out of such a title I project be no longer 
a prerequisite to the provision of public housing, the present bill re- 
moves this provision and instead requires that the local governing 
body adopt a resolution approving the number of units to be pro- 
vided under the new contract. This requirement will give the assur- 
ance, desired by the Congress, that the provision of additional public 
housing is in accordance with the wishes of the respective communities. 

Under the pending bill, the Housing and Home Finance Adminis- 
trator will be required to find that the number of new public housing 
units to be provided does not exceed the number of families of low 
income, eligible for admission to low-rent housing, which he estimates 
will be displaced within the metropolitan or housing market area of 
the locality as a result of public shum clearance, urban renewal, or 
other governmental action. The present law requires that the Ad- 
ministrator determine that the number of new units will not exceed 
the number of units to be needed for such displaced families. The 
proposed change will make it clear that the Administrator, in making 
his determination, is not required to take account of units which may 
become available from time to time in existing low-rent housing proj- 
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ects. This will permit new housing to be provided for displaced 
families without affecting occupancy in existing projects, which could 
then continue to serve other eligible low-income families. Such fam- 
ilies include those (1) who leave the skums on their own initiative 
without being forced out as a result of governmental action, (2) who 
are displaced by private enterprise w hich is clearing a slum site on 
its own initiative, or (3) who are displaced as a result of fire or other 
catastrophe. 

The changes in requirements which I have just outlined seem to me 
to be essential. ‘They will maintain the basic purpose of meeting the 
relocation needs of families of low income displaced by the clearing 
or elimination of slums, but will permit a flexibility which is neces- 
sary to meet the many various conditions which arise in different com- 
munities. With these changes we are confident.that the extended pro- 
gram proposed in this bill can be administered with maximum 
success. 

Senator Sparkman. Thank you, Mr. Slusser. You believe that 
these changes which you propose will give you a workable law, is 
that correct ? 

Mr. Stusser. Yes; we do. I believe these will aid us greatly in 

carrying out what the Congress intended by the allocation of a certain 
number of units. 

Senator Leuman. I happened to be out of the room when you read 
most of this statement. I have great interest: in your reference to 
public housing and the 35,000 units. Of eourse, I was not in the 
Senate at the time, but as I recall when that housing program was 
first initiated under President Truman it called for 140,000 units for 
a period of 4 years 

Senator SparKMAN. 135,000 in 6 years. 

Senator Lenman. The idea was to make if a continuing program, 
which would have accomplished just what you have set ‘forth here. 
And later when President Eisenhower came in, as I recall it, he also 
recommended a substantial number of houses in public housing for 
a period of 4 years,sa total of 140,000, and that also contemplated a 
continuing program. Now we have reached the point where we have 
just this 1-year program on a very, very inadequate scale, I believe, 
circumscribed by this condition of a limited period. You favor a 
continuing program. Even if it might be an inadequate or small 
program, you nonetheless feel there should not be a cutoff in 1 year 
or 2 2 2 years, but that it should be a continuing program for a period of 
years. Am I correct in that? 

Mr. Suusser. Actually, Senator, what we are asking for is a bien- 
nium rather than a yearly ‘ante: because it is impossible for us to get 
all of the necessary things together, for a number of authorities to 
acquire sites and to get the contract signed within a year’s period. 

Thirty-five thousand units is a modest program, but that becomes quite 
a big task when you try to do it within a year and go through all the 
mechanies required to do that. We suggest a biennium or 2- -year 
period of time under each allocation that is granted. That will give 
us time to get.them under contract, and we can get them under con- 
struetion ata later date when we are not pressured and pushed and 
hurried into a position. 
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Senator Lenman. I think a 2-year program would be better than a 
l-year program, but I think a 6-vear program or at least a 4-year 
program would be very considerably better. 

Mr. Stusser. The program as we have proposed here, if the Con- 
gress grants the rest of the program which the President has re- 
quested, will go over the next number of years, but what we are saying 
in effect is that if the allocation is 35,000 units for this year, then give 
us at least 2 years to get them under contract. 

Senator Lenman. May I make an observation ? 

Senator SPARKMAN. Yes. 

Senator Leaman. I very much hope this committee will recommend 
and Congress adopt a program providing for a very substantial and 
greater number of public housing units than the 35,000 units now 
authorized, and that that program will cover a substantially longer 
per lod. 

Senator SPARKMAN. Let me see if I am correct in my understanding. 
The net result of the present recommendation would be to provide for 
the completion of the present 35,000, plus a biennium of 35,000 each 
year. 

Mr. Stusser. That is right. 

Senator Sparkman. And your thought is that in the biennium at 
least you have the assurance that you have 2 years in which to work 
this out ? 

Mr. Stusser. That is right, sir. 

Senator Sparkman. That does not necessarily mean that is the end 
of the program, but it is the present authorization. Congress can a 
year from now or 2 years from now project it forward again if it sees 
fit to do so. 

Mr. Suvsser. That is right. 

Senator Carenart. What you want to do is have the Congress 
keep you 2 years ahead. 

Mr. Suusser. That is right. sir. You see, as it is now, with this 
rush coming in, everyone trying to get in under a deadline date, we 
cannot do our best at site selection and other conditions that should 
make a better program if we had more time to work it out. 

Senator Lenman. Would you not be better off if you had more time 
even than 2 years to work it out? That is a pretty short period, be- 
cause by the end of the first year you will already be contemplating 
cutting off. 

Mr. Stusser. We believe that in 2 years that the local authorities 
should be prepared with their sites and have a knowledge of what 
their program is going to be enough that they can get in their pre- 
liminary planning, so that we can review that, and then get to the 
final planning so that we can give them the contract. After it is under 
contract, then it is a matter of timing to go into the construction phase 
and he construction contract. But I am talking about the contract 
between the PHA and the local authority. 

Senator Payne. Do I understand, Mr. Slusser, that you have only 
about 240 units presently approved ? 

Mr. Suusser. At the present time? 

Senator Payne. Yes. 

Mr. Stusser. We have 142 under contract. 

Senator Payne. One hundred forty-two? 
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Mr. Stusser. Under contract, but we have also allocated to the 
various communities about 26,000 units. 

Senator Payne. And I think I understood you to say that approxi- 
mately 15,000 or some such number probably would be allocated before 
it expires ? 

Mr. Susser. That we will be able to get under contract before the 
deadline of June 30 unless the Congress extends that 35,000 units into 
the next year. Then that will give us time to work out the rest of 
the program. : 

Senator Payne. Mr. Chairman, I have just one other question. Are 
you going to oaeiiad with reference to the bill that Senator Spark- 
man has introduced here with regard to homes for the aged ? 

Mr. Coty, Senator, before Mr. Slusser came in Senator Sparkman 
‘alled that to our attention, and we will take it up at the pleasure, of 
course, of the committee. We expect to comment on it, yes. 

Senator SrarKMAN. I was going to suggest that, since we are sched- 
uled to have the same group before us tomorrow, and Mr. Cole has in- 
formed me that he can be here until 11 o’clock or so in the morning, 
that that would be a good time to take it up. This might be a good 
place to cut off now. 

Senator Lenman. May I just ask one more question ? 

Senator SparKMAN. Surely, 

Senator Lenman. I am very much interested in the statement with 
regard to public housing. I think Mr. Cole knows how I feel about 
it, and I think everyone knows how I feel about it. The facts that 
you have given this morning, if I understood you correctly, mean that 
you may be able to contract before June 30 15,000 or 20,000, and of 
course there is only about 7 weeks to go. But assuming that your 
figures are right, with the inadequate number of 35.000 that were au- 
thorized, 1 5,000 or 20,000 will never be built dinkeon you get an exten- 
sion. That would be true under any legislation as long as there is 
this time limit. 

Mr. Sivsser. You understand that under the 1949 act we had some 
36.000 units under annual contributions contracts. Now, we will build 
this year out of that old program some 15,000 or 18,000 units, leaving 
some 18,000 units for future construction. Plus what we are getting 
under contract now, that will run us to thirty or thirty-five thousand 
units that we will actually get under construction next year. 

Senator Lenman. That is true, but I remember when this question 
came up on the floor of the Senate for debate that Senator Sparkman 
and I think some others pointed out the inadequacy of this authoriza- 
tion, and we were told there is this large carryover from last year, 
plus the 35,000 that would be authorized. Well, now, of course, it has 
not worked out that way, because while the original carryover may be 
used, we are certainly not going to use this 35,000. That was given 
justification for limiting the number to 35,000. I recall that very 
clearly. 

Senator Sparkman. I would just like to throw out this thought. 
Of course, the great trouble last year, as I see it, was that we tied 
the program too closely with other parts. In other words, there 
were certain conditions and restrictions put on there that they could 
not operate under. I still am somewhat concerned about tieing it 
in with slum clearance and urban renewal. However, in our dis- 
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cussions in the conference the other day, as I understand it—and I 
want to see if I am correct on this—the real requirement is that the 
city or town, or I suppose it could be some other governmental unit, 
going in and contracting with the Government for public housing 
units, would have to show that it had a plan for improvement. That 
might be slum clearance. It might be urban renewal, or it might be 
one of several different things. “But the objective is to have a plan 
for the improvement of living conditions there in which this would 
fit. 

Mr. Coz. That is the basic philosophy of the Housing Act of 1954; 
yes, sir. That is true. 

Senator SparkMAN. The committee will stand in recess until 10 
o'clock tomorrow morning. 

(Whereupon, at 12: 12 p. m., the subcommittee was recessed, to re- 
convene at 10 a. m., W one May 11, 1955.) 
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WEDNESDAY, MAY 11, 1955 


Unrrep States SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
SUBCOMMITTEE ON Houstne, 
Washington, D.C. 

The subcommittee met, pursuant to recess, in room 301, Senate Office 
Building, at 10:15 a. m., Senator John Sparkman, chairman of the 
subcommittee, presiding. 

Present : Senators Sparkman, Lehman, Capehart, Bush, and Payne. 

Senator Sparkman. Let the committee come to order, please. 

Mr. Cole, will you and your associates come around, please? When 
we stopped yesterday you lacked something of having finished your 
direct statement. You also said you would comment on the special 
bills or extra bills. So you can proceed and handle it in your own way 
this morning. 


STATEMENT OF ALBERT M. COLE, ADMINISTRATOR, ACCOMPANIED 
BY OAKLEY HUNTER, GENERAL COUNSEL, HOUSING AND HOME 
FINANCE AGENCY ; NORMAN P. MASON, COMMISSIONER, FEDERAL 
HOUSING ADMINISTRATION; CHARLES E. SLUSSER, COMMIS- 
SIONER, PUBLIC HOUSING ADMINISTRATION; JOHN C. HAZEL- 
TINE, COMMISSIONER, COMMUNITY FACILITIES ADMINISTRA- 
TION; AND WALTER W. McALLISTER, CHAIRMAN, HOME LOAN 
BANK BOARD 


Mr. Cotz. Thank you, Mr. Chairman. 

Subject to the committee’s approval, it would seem appropriate 
that perhaps I would comment on the bills introduced by the Members 
of the Senate now and then let the committee return to the statement 
of the Home Loan Bank Board. 

Senator SparKMAN. Fine. We will proceed that way. 

Mr. Core. If that is satisfactory. 

Mr. Chairman and members of the committee, in addition to my 
testimony on the Housing Amendments of 1955 (S. 1800), your com- 
mittee has requested statements on several other bills which you have 
under consideration. 


Farm housing 
The first two of these bills scheduled for hearings are S. 789 and S. 
1022, which relate to farm housing programs Reehtecad | in the De- 


partment of Agriculture. S.789 would continue its programs of loans 
and subsidies to farm housing and buildings authorized by title V of 
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the Housing Act of 1949. The other bill, S. 1022, would continue the 
authority for such loans to farm owners for housing and buildings on 
adequate farms, and would add new provisions authorizing the De- 
partment of Agriculture to insure such loans. However, it would 
terminate the authority to make loans and annual contributions for 
housing and buildings on “potentially” adequate farms, and would 
terminate the authority for loans and grants to assist minor improve- 
ments to farm housing and buildings. 

We are of course aware of the need for providing and improving 
farm homes. Inadequate or dilapidated housing exists in rural as 
well as urban areas. Mortgage insurance and other programs of the 
Housing Agency designed to assist in improving housing conditions 
are frequently not adaptable to the special financing problems in- 
volved in the construction or improvement of farm ‘homes. These 
problems are closely related to other farm credit matters which are 
the principal concern of the Department of Agriculture. However, 
we are interested in knowing that adequate statutory authority exists 
for credit assistance to housing in rural areas which is comparable 
to that available for housing in ‘urban areas. It is our understanding 
that the Farmers’ Home Administration has authority and funds to 
meet the credit needs of persons who own and operate family-type 
farms and wish to construct, repair, or remodel buildings on those 
farms. As this program is administered in the Department of Agri- 
culture, it is in a better position to advise you whether any additional 
legislation is necessary to meet credit needs for the provision or im- 
provement of farm homes. 

[ will pause if the chairman desires to ask questions at any time. 

Senator SparKMAN. Are there any questions ? 

Senator Carenarrt. I think you had better take them up in order. 

Senator SPARKMAN. I want to say that Mr. McLeish will be here 
later. 

Mr. Coxz. I will continue then. 

Milit ry housing 

Another bill being considered by your committee is S. 1501, a bill 
for the provision of military housing, introduced by Senator Capehart 
and a number of other members of this committee and the Senate. 

The bill would authorize the secretaries of the Army, Navy, and 
Air Force to enter into contracts with builders for the construction of 
housing for military personnel on lands owned or leased by the United 
States and situated on or near military installations. Contracts 
would be made with builders who had submitted the lowest acceptable 
bid for constructing the housing. The builder would finance the 
construction of the housing through mortgage borrowings which 
would be insured by the Federal Housing Administration under a 
new title X to be added to the National Housing Act by the bill. Im- 
mediately after construction, the housing would be acquired by the 
respective Secretary and be maintained and operated by the military. 
The Secretary would be authorized to assume the obligation to pay off 
the mortgage which the builder placed on the property either during 
construction or upon completion, and prior to transferring the hous- 
ing to the Government. The housing would be assigned to the mili- 
tary personnel in the same manner as other public quarters are 
assigned. According to statements of the sponsors of the bill, the 
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military services would use the quarters allowance to pay the mortgage. 

As‘T understand the purposes of this bill, it is intended basic ally 
to give the miiltary services a means of obtaining, through the use 
of mortgage insurance, additional family housing to be used as public 
quarters with all of the other advant: ages to the military which are 
now available under direct Federal construction. Because of this 
very desirable objective and the recognized urgent need of the mili- 
tary for additional family housing, our Agency and others in the 
executive branch have given very careful study to S. 1501 and pos- 
sible alternatives. It is my understanding that, to achieve the ob- 
jective of full management and control of military housing by the 
Department of Defense, direct construction by the Department is less 
costly and more practical administratively than any other method so 
far developed. The Department of Defense will, of course, be in a 
better position to advise you on the need for controlling occupancy in 
the projects and to otherwise exercise rights normally possessed by 
the owner of rental property. 

Several features of S. 1501 have given us concern. While con- 
struction under the bill would be financed initially by borrowings 
from private mortgage lenders, the payment of the mortgage would 
apparently be assumed by the military as soon as the construction 
is completed. The military would then have the obligation to repay 
the amount of the mortgage from quarters’ allowances or other funds, 
and there would be. in effect, a borrowing by the Government in this 
manner in place of regular borrowings by the Treasury. The only 
legal difference between this proposal and Treasury borrowings, if 
any, is that the obligation would be a mortgage debt of the military 
department instead of a bond issue by the Treasury. However, under 
the proposed arrangement, the Government would be paying a maxi- 
mum interest rate of 4 percent, which would mean that the interest 
costs would be higher than if the housing had been financed initially 
from Government borrowings through the regular governmental 
financing channels. Even long-term Treasury bonds (maturing in 
about 28 years) now have a market yield of only 2.89 percent, which 
is substantially lower than the mortgage interest rate contemplated 
by S. 1501 for mortgages having maturities of only 25 years. Added 
to the increased interest costs would be the expenses incident to FHA 
participation, as well as the administrative expenses of making pay- 
ments on the mortgages through the utilization of quarters’ ‘allow- 
ances withheld from the military personnel assigned to the housing. 

“It is true that the bill contempl: ites the technical assumption of 
the mortgage after construction is completed, while normally gov- 
ernmental debt, if any, is incurred when construction is started. This 
difference is purely technical, because the start of construction makes 
it clear that the Government will in fact soon be required to assume 
an obligation equal to the cost of construction. 

The position of FHA insurance in the operation has also given 
us concern. It is difficult to see the necessity for or the advantages 
which would follow from FHA insuring the payment of mortgages 
which the Federal Government will assume. Under the bill the 
FHA would have none of its usual underwriting or inspection func- 
tions to perform, as the military services would be responsible not 
only for determining the need for the housing but also for deter- 
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mining the responsibility and reliability of the builder, for inspecting 
the properties during construction, for determining the-acceptability 
of title, for fixing rents, and approving methods of operation, and for 
otherwise exercising supervision and control over construction and 
operation of the housing projects. While it appears that the FHA 
would be expected to acquire preferred stock in the builder corpora- 
tions and to establish eligibility requirements in the form of admin- 
istrative rules, it is not clear that these actions would serve any useful 
purpose. 

Senator Carenarr. Would you prefer to get completely out of this? 

Mr. Cote. Yes. FHA would. 

Senator Carrenarr. You do not want anything to do with it at all. 
Is that true of the Federal Home Loan Bank too, and other agencies? 
We put them all together at one time so that they could be in a posi- 
tion where they could be coordinated. Now are you saying to us 
you do not want them to be centralized in your agency ¢ 

Mr. Coir. No, Senator. If you would give the FHA and Housing 
Administrator the authority to coordinate and supervise, that is a 
different problem. Our problem here, Senator, is you have merely 
given FHA the authority to insure, and no other authority. We would 
have no control over the market and no control over the supervision or 
coordination of this activity at all under this bill. All of the decisions 
would be made by the military as to there and how to insure, and un- 
der what conditions, and under what terms. FHA would have none 
of that responsibility or authority. Not having that, then we would 
say it becomes a military matter and a military housing bill. If so, 
then we think it should be that way. 

Senator Careuartr. You think we ought to set up a military insur- 
ance; let the military insure their own mortgages and handle them? 

Mr. Core. We think under this bill, Senator, you have set up a 
guaranty on the housing on the part of the military. We see no reason 
why the FHA should insure the guaranty on the part of the Depart- 
ment of Defense. I have no objection to the military doing this if it 
is the desire, or if the Congress feels that is the thing they should do. 
Whatever the military and Congress believe should be done to pro- 
vide adequate housing, should be done. 

[ agree with the Senator parenthetically that housing is important 
and necessary for the personnel of the armed services. The job has 
not been done as well as it should have been done in the past, and I 
think it is fine that the Senator is interested in this problem, and that 
the Congress is interested in it. It is important. But I do have the 
responsibility of pointing out we do not believe that it is necessary for 
FILA to insure mortgages guaranteed by the Department of Defense. 

Senator Carenart. What we are trying to keep away from is a lot 
of redtape that ties the whole business up. 

Mr. Cotx. I would certainly agree with that objective. 

Senator Carrmartr. We were under the impression that FHA could 
insure these mortgages and handle that detail. That you would be 
perfectly willing to do it and would desire to do it in order that«you 
might coordinate all housing in one spot. Now you indicate that you 
want to see FHA business in your office decentralized. You want 
military housing to be handled by the military. I think it would be 
very simple to do that. 
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Mr. Coxz. I think it would be very simple to do that. 

Senator Capenart. If that is what you waat. 

Mr. Coz. We want one or the other. 

Senator Carenart. But.I think likewise you weaken the purpose of 
the law originally setting up your office, which was that you wanted 
all housing matters in one spot, in which all could be handled. 

Mr. Cote. That may be true, but you are not doing that in this 
legislation. You are not giving FHA, or the Officeof: the Adminis- 
trator, any authority 

Senator CareHart. Suppose we gave you some authority in these 
things? 

Mr. Cote. We would be willing to look at it very carefully, because 
one of the things which concerns me very much is the difficulty which 
we have encountered in the Wherry Act housing, and that is the in- 
ability of FHA or the Office of the Administrator to exercise author- 
ity and control over this housing with respect to its impact on the pri- 
vate housing market. This is not provided for in this bill. 

Senator Carenart. What? 

Mr. Cork. I say it is not provided for in this bill. 

Senator Capenart. What is not provided for? 

Mr. Cote. Market analysis and control of the market to deter- 
mine the impact of military housing on the private market and the 
housing insured by FHA and guaranteed by VA. 

Senator CApenart. There is no question but what we will have 
an amendment prepared. We always intended to. There is no 
question but what we have to tie it into existing Wherry housing. 
If any of them go into default the military have to take them over 
and operate them under this bill. That will be made a part of the 
bill. There is no question about that and there is no question but 
what we have to tie it up so that the military will not be building 
units they do not need, that they will not be building units which 
will cause the default of existing FHA housing. 

Mr. Core. If the Congress would be interested in that approach—— 

Senator Capremart. I think it is an insult to our intelligence to 
say we did not intend to "do that. We do intend to do it. 

Mr. Coxe. Certainly none such was intended, naturally. 

Senator Carenart. A lot of people use that as an argument against 
this bill. We eae to do that from the very beginning, and al- 
ways intended to do it. Frankly, it looks to me as though your 
objections to this bill are very, very weak. First you t talk about 
it costing more. It is not going to cost the Government anything. 
It is going to cost the boys who pay the rent. 

Mr. Coiz. The matter of cost is not so much a concern from my 
viewpoint as an Administrator. This is a matter for the Congress 
and military to determine. I point out that the amortization tables 
on mortgages and interest on amortizing bonds are rather similar. 
Whether or not it would be more costly is a matter for considerable 
hearmgs to be undertaken in order to determine it. 

Senator CaPpreHART. Any good businessman, if you were going to 
do this, would take a 25-year mortgage at 4 percent and know exactly 
what it was going to cost him for that 25 years. 

Mr. Cotz. That is right. 
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Senator CAprarr. You are going on the premise that the Gov- 
ernment will be able to borrow money at the same rate at which it 
borrows it now, 5 or 10 or 15 or 20 years from now. It may not. 

Mr. Coie. It may not. 

Senator Carenart. If the Government tries to finance it later it may 
pay more than 4 percent for the money. Furthermore, if the Gov- 
ernment puts out bonds, it will put out a bond, I presume, if it is a 
good businessman, for the full amount before it starts. Ordinarily 
that is the way it works. But my concern about this whole matter is 
to get adequate housing for the military. 

Mr. Core. It is a splendid and worthwhile objective, with which 
we are heartily in acc ord, 

Senator CarEHarr. I think if we can all agree we do want to get 
adequate housing for the military and that that is a good purpose 
and that is our aim, then we will have no trouble working out the 
details of this bill. 

Mr. Core. We offer our services to help work out the details. 

Senator Carrnart. As the author of the bill, along with 29 other 
Senators who have joined in it, I have no objection at all to FHA 
having more authority over what happens, providing it does not tie 
up the matter in red tape to the point where we do not get the job done. 
Neither do I have any particular objection to the military acting as 
their own insuring agents. I am not stiff-necked on either one of them. 
I do not care particularly, as long as we can get the job done, but 
I do know this: We must and will } protect the existing Wherry hous- 
ing. We must protect defense housing; we must protect the mort- 
gages that the FHA has already insured. That will all be handled and 
all covered in this bill. Namely, that if these Wherry houses go into 
default of their own weight, the military would take them over and 
operate them and pay the unpaid balance under the framework of 
this bill. Those are things we ought to do. If only we can all become 
sold on the idea that we have to do something that will help, because 
it is a fact there has been no Wherry housing started since last August. 

Mr. Corr. That is right. I am under the belief that there is some- 
thing needed and our agency will be in a position to assist you. 

Senator Carruarr. I would like to get some good testimony, which 
1 believe you have given today, and then I think the committee will 
have to decide whether they want FHA to do the insuring job or the 
military to do their own insuring. Also if they want FHA to do it, 
how much authority or responsibility they want to give them. I do 
not care, as long as we get the job done. I think that the time has 
arrived when we ought to draft a program for military housing. 

Mr. Coir. Senator, may I make it clear we are not asking for addi- 
tional authority, but if we are given additional responsibility then 
we must have the authority. Frankly, we would be delighted not to 
have any more work to do, but we think it is an important problem and 
we are willing to do anything necessary to carry out the objectives 

Senator Caprnarr. Let me say in all fairness to you that if builders 
were building Wherry housing at the moment you would have super- 
vision. 

Mr. Cotz. Up to a point. 
Senator Carenart. You did have supervision. 
Mr. Corz. Up toa point. Yes, sir. 
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Senator CareHartT. But you bring out there is no control over this 
in the present bill. 

Mr. Core. On the part of FHA. 

Senator Carenart. We will control it exactly like we control FHA 
insurance at the moment. We will put a limit on the amount you can 
insure in any 1 year on military housing. 

Mr. Corz. Senator, the thing I am pointing out is not that sort of 
proposition, but it is market analysis and control of the housing— 
the local situations in the communities and the impact of the militar y 
building on the economy of the local communities. 

Senator CarrHart. I think we can certainly tie that up, and i 
should be tied up. We will certainly want to put the military on 
notice, both in the bill as best we can, and in hearings and otherwise, 
and from year to year we will take a good look at it to see that they 
are handling it in a practical way. But I think the need is so great 
for good housing for the military that we all ought to use our best 
ingenuity to work out.a bill that will get the job done. 

Mr. Coxe. I would not disagree with that approach—not at all. 

Senator Carenart. I think the Federal Government will save mil- 
lions and millions of dollars on men who will stay in the service for 
20 and 25 years who are now getting out because they do not have 
decent housing. For some reason the military transfers these boys 
very often. T never could understand w hy they do it, but they do it. 
They transfer them from one post to another. But we are all agreed 
we must protect the existing Wherry projects, and we must protect 
the other mortgages that the FHA has insured. We must see that 
the military does not overbuild and we must see that it is handled 
in a practical and sensible wa 

We have no particular pride in authorship, but we threw this bill in 
the hopper here in order first that we might get people sold on the 
need for it; and then, secondly, that we might ‘all sit down and work 
out the best possible bill. 

That is our thought on it. So I think we have made a good start 
here this morning. 

Mr. Cots. Thank you. 

Senator Carrnart. Before we get away from that, let me see if I 
can summarize your position, as I understand it. While you point 
out what is essentially the Comptroller General’s attitude, and I 
assume the Bureau of the Budget’s attitude with reference to the cost 
of financing this, the heart of your objection, representing your 
agency, is that you are called upon, or the insurance fund you ad- 
minister is called upon, to carry a load which you have no part in 
setting up. It that not true? 

Mr. Core. Yes, that is true. 

Senator Carenart. In other words, you feel in order for this to be a 

safe program for you to administer, you ought to know something 
about the design of the houses, the economic need for the housing, and 
all of those things which would go into your determination of a 
regular FHA project? 

Mr. Coir. We would like to have the Congress take one side of the 
situation or the other. 

Senator Sparkman. Either let you out completely or else let you 
have some responsibility. 

Mr. Core. Yes, and authority. 
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Senator SparKMAN. In setting up the obligation that you are going 
to have to stand behind. 

Mr. Cox. If you give us responsibility, we need authority. That 
is the point. We are not asking for the responsibility. I want you 
to know that. 

Senator SparkMAN. Yes. I want to say this: I agree with Senator 
Capehart, and I think all of us are in agreement as to the need for a 
better military housing program than we have yet been able to devise. 
I am of the opinion that we can work out something on it. I hope the 
members of your staff may be able to cooperate with the members of 
our committee’s staff and probably with the military in shaping up 
something that will give us what we all want. Do you think that 
could be done? 

Mr. Coin. Yes, very definite, sir. We are delighted to work with 
you, naturally. 

Senator SparKMAN. Senator Lehman. 

Senator Lenman. I would like to ask a few questions. I think 
there is considerable merit in some of the criticism you voiced here 
today. I think it is axiomatic that if FHA is given additional re- 
sponsibilities it must be given corresponding authority to discharge 
them. But the question T want to address to you is this: On page 4 
you say: 

While construction under the bill would be financed initially by borrowings 
from private mortgage lenders, the payment of the mortgage would apparently 
be assumed by the military as soon as the construction is completed. 

As I understand it, and as I understand the bill, when you say the 
payment of the mortgage will apparently be assumed by the military 
as soon as the construction is completed, you mean the obligation to 
pay. There will be no immediate assumption of the mortgage, if I 
understand. you correctly. _ All that the Government, whether it be 
done directly or by the services, obligates itself to do, would be the 
amortization of the debts annually. I may be wrong on that, but 
I do not understand that the Government immediately takes these 
mortgages over as soon as construction is completed. Am [ correct 
on that ¢ 

Mr. Mason. The legislation provides that the Government; that is, 
the division of the Armed Forces, shall assume payment of notes, mort- 
gages, or other legal instruments. 

Senator Lenman. I cannot conceive that that would be immediate. 

Mr. Mason. You see, the mortgage would be arranged by the spon- 
sor of the building—the firm who was taking the contract to put it up. 
The mortgage would then be assumed by the branch of the military 
service. 

Senator Lenmman. As I understand the bill, the mortgage would 
be entered into with some banks or other private agencies—nongov- 
ernmental agencies—guaranteed, of course, by the FHA. But it 
would not become due exc ept for the annual amortization of the debt 
service unless and until there was a default. 

Mr. Mason. That is correct. 

Senator Lenman. We are not requiring the Government to pay out 
this large amount immediately. 

Mr. Mason. That is correct. 

Senator Leuman. The statement is not very clear. 
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Mr. Cour. May I add that I cannot see how it would be defaulted. 
We do not see any possibility of default on the mortgages. 

Senator SparKmMan. The Government would be the mortgagor. 

Senator Leuman. That is correct. You say that the utilization of 
quarters’ allowances will be withheld from the militar y personnel as- 
signed to the housing. The way I understand it, according to the 
statements, the military services will use the quarters’ allowance to 
pay the mortgage. | do not see how you can count on that. These 
mortgages, as 1 understand it, have a life of 25 years, and you are 
amortizing them-annually. We have certain schedules of quarters’ 
allowances today. We have no idea what they will be over the period 
of 25 years. They may be much higher or they may be much lower, 
but I do not see how you can depend exclusively on that. 

Senator Careuart. Let me say, if the Senator will yield, that you 
always have the men at these camps who have to have some place 
to live. They will either get quarters’ allowances from the Govern- 
ment or have to pay the rent out of their own salaries, because they 
have to have some place to live. Their monthly allowances that are 
given to these fellows are far more than sufficient today to meet the 
mortgage payments. It is far ‘superior to that. You need have no 
fear of that at all, in my opinion, because the rental allowances are 
more than sufficient to amortize the mortgages over 25 years. 

Senator Leman. Is it intended to pay into this fund the entire 
quarters’ allowances, or only that part of the quarters’ allowance 
which will permit the amortization ¢ 

Senator Carenarr. The entire quarters’ allowances. 

Senator Lenman. Then there may be a considerable surplus. 

Senator Caprnarr. Yes. 

Senator SparKMAN. If you have an orderly amortization I should 
think that would not be correct. The Government automatic ally re- 
tains quarters’ allowances when quarters are furnished. I should think 
that the orderly way to do it if this is based on a 25-year amortization 
would be simply to apply to the amortization the amount required each 
month, rather than making a caluclation. 

Senator Carpenart. I just wanted the Senator to understand it is 
available and the allowances are greater than are necessary. For 
example, if you have 1,000 units in a given place, the allowance for 
that 1,000 units for the 1,000 men is greater than the yearly amortiza- 
tion of the mortgage. 

Senator SpARKMAN. Senator Payne has some questions. 

Senator Payne. I noticed yesterday, Mr. Cole, during the reading 
of the statement from the ¢ ‘omptroller General, the fact that he be- 
lieved housing built by direct appropriation was more desirable and 
less costly than housing under this plan, or the so-called Wherry plan. 
Do you want to comment on that ? 

Mr. Corx. I would not comment on what is more desirable. I think 
that is a matter for the military to determine. If this is to be housing 
on a military base for the military, then this is their problem and their 
responsibility, and the responsibilities of other agencies of the Gov- 
ernment. 

On the cost situation, part of that would be involved in the type 
of housing which the military would select. I do not believe I would 
comment on that. 





SS HOUSING ACT OF 1955 


Senator SparKMAN. Do you mean the cost of housing, or the cost 
of financing the program / 

Mr. Core. The cost of financing I am talking about. 

Senator Sparkman. Mr. Cole treated the question of cost of fi- 
nancing. 

Senator Payne. I read it rather hastily, but I thought he felt the 
appropriated housing was more costly to enter into. 

Senator Sparkman. I think it was based on the cost of financing 
rather than the cost of the physical properties. 

Mr. Corr. It would be difficult for us to say whether it would be 
more costly to construct the houses that way. I think the military 
does a good job of construction. 

Senator Payne. I think if you will observe the construction that 
has been done under appropriated housing as such, it is far less de- 

sirable than the so-called Wherry housing, at least in the cases where 
I have had a chance to investigate. Furthermore, if they take all of 
the factors of cost into consideration they find that the Wherry hous- 
ing is less costly than appropriated housing, because in the Wherry 
housing we take into consideration not only the construction of the 
building itself, which is different in design so that everyone is not sim- 
ply a prototype and is exactly the same as the others; but they also 
include in those costs the landscaping and many other factors which 
enter into it. 

When the military does it, they construct the building under the ap- 
propriation, yes ; but then they step in and do the landscaping y and the 
road construction work, and sidewalks, and so forth, on each | separate 
proposition. I think you will find in the large run of activities of that 
type, appropriated for housing, if you take all of the factors into con- 

sideration by analysis, runs far more than Wherry housing, and is not 
anywhere near as satisfactory. 

Senator SparKMAN. Have you any questions, Senator Bush? 

Senator Busu. No, sir. 

Senator SparKMAN. Suppose we move on?’ Let me say this to the 
committee: Mr. Cole wants to leave at 11 o’clock. 

Mr. Coxe. I can stay about 10 or 15 minutes after eleven. 

Senator Sparkman. I was wondering if there was any particular 
bill you would want to discuss, and then you could leave your paper 
with Mr. Mason and others, and we could take up the rest of it after 
you have gone; or if you would like to continue, why, that is all right. 

Mr. Core. I think the chairman would like to have me comment on 
the next one, which is housing for elderly persons of low income. 

Senator Sparkman. All right. Go ahead. 


Housing for ¢ lderly and single persons 

Mr. Corr. Two of the bills being considered by your committee (S. 
er 2 and S. 1642) relate to low-rent housing for elderly persons. 

1412 would amend the United States Housing Act of 1937 to require 
the Public Housing Commissioner to include in contracts with public 
housing agencies a provision authorizing single elderly persons of low 
income, 60 years of age or over, to be admitted to occupancy in low- 
rent housing. The admission of these elder ly persons would be sub- 
ject toa determination by the local housing authority that such ad- 
mission will not “prevent or delay” the admission of any eligible family 
to the project. It may be pointed out here that this requirement 
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would have the effect of making the bill almost ineffective, as in 
almost all low-rent housing projects there are eligible families await- 
ing admission. 

S. 1642 would amend the same act to authorize loans and annual 
contributions to public housing agencies for the development, acquisi- 
tion, and administration of low-rent housing specifically designed and 
reserved for occupancy by elderly persons. Elderly single persons 
and families compose “l of elderly persons would be eligible. All of 
the existing provisions of the act would apply to this housing except 
those relating to veterans’ preferences and to the occupancy of dwell- 
ing units by family groups. The bill would authorize the construc- 
tion of 50,000 units a year for 4 successive years and authorize the 
Public Housing Commissioner, during each of the years in that period, 
to enter into contracts for annual contributions for the life of the 
projects aggregating not more than $3 million a year with respect to 
projects contr acted for during that year. Also, authority would be 
given to reconstruct or remodel existing low-rent dwelling units spe- 
c ifies ally for occupancy by elderly persons where a finding is made that 
there is an acute shortage of adequate housing for elder ly persons of 
low income. 

Recently our Agency gave serious consideration to recommending 
to the Congress that the United States Housing Act be amended to 
make elderly single persons eligible for low-rent public housing. In. 
looking further into the problem, however, we realized that a number 
of important questions ae first be answered concerning the types 
of accommodations which should be provided and whether changes 
should be made in other programs of our Agency in order to assist in 
the provision of housing for the aged. Also, as housing represents 
only one phase of the general and growing problem of assistance to 
the aged, the question ‘exists as to whether special action should be 
undertaken in this field independently of action in other related fields. 
We have initiated a field survey to assemble facts on some of these 
questions, but are not prepared to answer them at present. 

If your committee believes it desirable to enact legislation at this 
time which would be limited to making aged single persons eligible 
for low-rent public housing under the United States Housing Act, I 
would suggest an amendment to S. 1800 for this purpose. A draft 
of this amendment is submitted for the record. 

Senator SpaARKMAN. Without objection, it may be made a part of 
the record. 

(The amendment referred follows :) 


AMENDMENT oF §S. 1800—EIerstiity oF ELpERLY SINGLE PERSONS 
IN PuBLic HousINne 

Amend 8. 1800 by amending section 13 as follows: 

Strike line 19 at page 7 and substitute “amended, is hereby amended (i) by 
inserting the words ‘, and single persons 60 years of age and over, after the 
words ‘means families’ in subsection 2 (2) thereof and (ii) by deleting section 
10 (i) thereof and”. 


Mr. Coir. Under this amendment, single persons 60 years of age or 
over could be made eligible for low-rent housing on the same basis as 
families, where such persons can be made eligible under State or local 
law. This would undoubtedly be of assitance in the relocation of aged 
single persons displaced from urban renewal projects. 


62736—55 7 
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If, on the other hand, your committee believes it desirable to enact 
legislation which would permit local authorities to earmark a specified 
portion of their present and future low-rent programs for the housing 
of elderly families and single persons, a more ‘extensive amendment 
would be needed. Such an amendment should not, however, go so 
far as to make housing for the elderly a program separate and distinct 
from that for other families. 

Senator SparkKMAN. Any questions, Senator Lehman ? 

Senator Lenman. No questions. 

Senator SparkMaNn. Are there any other questions by any Senator ? 

Mr. Coxe. I think if I may then turn to page 11, that would be best, 
because the chairman of the committee has an interest in that. 

Senator SparkMan. All right. I would like to say perhaps after 
you are gone when we are talking to Mr. Slusser, I will ask him some 
questions about this. 

Senator Payne. | have some on that also at that time. 

Senator SpaRKMAN. Allright. Page 11. 

Mr. Core. Yes, sir. 


Colle ge housing 


Two of the bills being considered by your committee relate to the 
loan program of the Housing Agency to assist educational institu- 
tions of higher learning in providing housing for students and 
faculties. 


COLLEGE HOUSING AMENDMENTS OF 1955 (8S. 1744) 


One of these bills, S. 1744, would broaden and liberalize the present 
loan program in two principal respects: First, it would broaden the 
purposes for which loans could be made; and, second, it would author- 
ize loans to be made on more liberal terms. Before indicating the 
changes which this bill would make, I wish to state my belief that 
the present program is working satisfactorily, and I know of no need 
for additional legislation. With respect to the more liberal terms, it 
should be noted that existing law permits us to provide incentives for 
private financing, which has resulted in substantial savings to the 
Federal Government. As I will explain, S. 1744 would stop most, if 
not all, of this private participation in the program. 


ENLARGING SCOPE OF PROGRAM 


Under the bill, loans would be authorized not only for housing but 
for “other educational facilities” which would be defined as structures 
of a self-liquidating nature suitable for use as cafeterias or dining 
halls, student centers or student unions, infirmaries or other inpatient 
or outpatient health facilities, and other essential service facilities. 

There seems to be general agreement that additional facilities of 
all kinds are needed by our colleges and universities in the face of 
mounting enrollments. Under the present loan program, dining and 

cafeteria facilities may be included in the projects to the extent they 
are necessary for students living in the dormitories constructed with 
loan proceeds. These facilities are, however, incidental to the major 
purpose of housing the students and faculty. The desirability of au- 
thorizing loans for facilities independent of the dormitories or other 
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housing assisted by the Federal Government rests on general consider- 
ations of aid to educational institutions rather than assistance for 
residential construction. If the scope of the program is to be broad- 
ened as contemplated by the bill, we would recommend clarification of 
the phrase “other essential service facilities,” which could be regarded 
as covering, for example, stadiums, gymnasiums, and other types of 
athletic facilities. 


LIBERALIZING LOAN TERMS 


The bill would increase the maximum terms of the loans to colleges 
anddther educational institutions from 40 years to 50 years and, in 
effect, establish the interest charge to the institutions at-a lower rate 
than under present law. For instance, under the formula provided in 
the bill, the rate which would be charged to the school (under present 
circumstances) would be 234 percent. Under the existing program, 
the present rate being charged 1 is 314 percent. 

The bill would also amend the existing law to reduce the rate paid 
by the Agency on borrowings from the Tre: asury to provide funds for 
loans. The rate under the bill would be (under present circum- 
stances) 244 percent, whereas under the existing law this Agency is 
paying 234 percent on new borrowings from the Tre: asury. The dif- 
ferential then between the rate charged to the colleges and that paid 
to the Treasury under the bill would amount to one-fourth of 1 per- 

cent, instead of the one-half of 1 percent under existing law. The 
present one-half percent margin (with somewhat higher margins on 
vast loans) will cover all administrative expenses and a reserve for 
boaied Although not initially self-supporting, the existing programs 
will become so, after a sufficiently large volume of loans are out- 
standing. On the basis of our experience so far, we believe that the 
smaller margin of one-fourth percent would be inadequate, at least 
during the early years of the program when administrative expenses 
are higher i in relation to income. 

The bill indicates that an eligible loan is to be made unless funds 
can be obtained upon terms equally as favorable as the terms of the 
Government loan. This, together with the lower interest rate and 
longer maturities would have the effect of stopping most, if not all, 
of the private participation in the program, as private funds could 
rarely be obtained at equally favorable terms. The bill would elimi- 
nate an effective incentive for private financing under the existing pro- 
gram which requires that, if private financing can be obtained by a 
college at a reasonable interest rate (now determined to be 314 per- 
cent or less) the college must accept such private financing. How- 
ever, if a private sale can now be made only at a rate of more than 
314 percent, a Government loan would be made at the rate of 314 per- 
cent. Under this plan, a total of about $20 million has been placed 
privately, and about $80 million has been taken directly by the Gov- 
ernment. Incidentally, all issues sold privately to date were for tax- 
supported educational institutions, and in a number of cases only 
the first 20- or 30-year maturities of the serial issues extending to 
40 years were privately financed, with the longer maturities going 
to the Government. 

The more liberal terms for the college loans and the elimination 
of private financing in the program would, of course, increase the 
expenditures for the program by the Federal Government. The basic 
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question for the Congress to determine seems to be whether the ulti- 
mate benefit which the bill would provide college students warrants 
the added expenditures by the Federal Government. It is estimated 
that the reduced debt service under the bill, as compared with our 
existing program, would average about $40 a year per student. I think 
the Congress will also want to consider whether this amount of Fed- 
eral aid to students is best furnished through reduction of dormitory 
rentals or through some other form of assistance. The Office of 
Education, of course, is in better position to advise in this respect. 

There are a few technical amendments to the bill which we would 
like to have the privilege of submitting if your committee decides 
to give favorable consideration to the bill. 

Senator SparkMAN. Are there any questions? 

Senator Busu. May I ask a question there, Mr. Chairman? 

Senator SparKMAN. Yes. Surely. 

Senator Busn. You were speaking there of the advantage that has 
been taken of existing legislation. Is that correct? You said under 
this plan a total of about $20 million has been placed privately, and 
about $80 million has been taken directly by the Government, that is, 
under existing legislation. 

Mr. Corse. Under existing legislation, Senator. 

Senator SparkMan. This program was written into the law in 
1950, if I remember it correctly. 

Mr. Corr. That is right. 

Senator SparKMAN. But it never got started because the Korean war 
came on and it was not until we caught up with our shortage of 
materials and got through our inflation, and so forth, after the 
Korean war. So it has been going really for a year and a half or 
2 vears at the most. 

Mr. Hazeuttnr. The private part of the program has been going 
for 2 years at the most. There were loans prior to that time. 

Senator Lenman. Do I understand that you permit on a project 
part of the cost be privately financed, and part to be financed through 
guaranteed loans, that is, FHA loans? 

Mr. Core. In effect, that may be accurate. What happens occasion- 
ally, as I indicated in my statement, is that the private investors will 
take a part of the bonds and the long terms may remain with the 
(;overnment. 

Senator Leaman. That is the reason why I asked the question. I 
was not certain of the policy. 

Mr. Cotx. But there is no guaranty. 

Senator SparKMAN. They are direct loans. 

Mr. Coir. They are direct loans. 

Senator Lenman. I see. 

Mr. Coz. The Government’s part is a direct loan. 

Senator SparKMAN. By the way, before you go I would like to ask 
one thing of you. The Hoover reports recently came out in the latter 
part of March or the first part of April, think. There are eight dif- 
ferent recommendations in it pertaining to the subject of housing gen- 

rally, the Home Loan Bank Board, the Housing and Home Finance 
pe y, Federal Savings and Loan Insurance ‘Cor poration, and so 
forth. I shall not ask you to take the time to comment now, but 
what I should like to do would be to insert those recommendations in 
the record and invite you to give us your comment on them. 
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Mr. Cote. Yes, Mr. Chairman. Would you like to have that done 
by us filing a statement for the record, or coming back and explaining 
it? 

Senator SparKMAN. I think that would probably suit your conven- 
ience to file a statement. 

Mr. Cote. Yes. 

Senator SpaRKMAN. It will be all right, because undoubtedly these 
questions will come up from time to time throughout the hearings. 

Mr. Coix. Yes. 

Senator SPARKMAN. And we would like to have your official position 
stated on these recommendations. 

Mr. Core. Thank you, sir. 

Senator SpaRKMAN. Without objection, the recommendations will 
be made a part of the record at this point. 

(The recommendations follow :) 


HOoovER COMMISSION RECOMMENDATIONS 
Recommendation No. 1 


That the law limiting the right of the Federal Savings and Loan Insurance 
Corporation to repay the federally owned capital stock be repealed and that the 
Federal Savings and Loan Insurance Corporation be required to surrender to the 
Treasury $66,800,000 of the Government securities that it holds either (1) in full 
repayment of the remaining investment of the Government in the capital stock of 
the Corporation, or (2) in exchange for a noninterest-bearing credit in an 
equivalent amount. 


Recommendation No. 2 


That either the authority to transfer funds given to the Administrator of 
the Housing and Home Finance Agency, insofar as the Home Loan Bank Sys- 
tem is concerned, be rescinded, or alternatively, that the Home Loan Bank 
System, including the Federal Savings and Loan Insurance Corporation, be 
given independent status similar to that of the Federal Reserve System. 


Recommendation No. 3 


That the authorization of the Secretary of the Treasury to lend to the Home 
Loan Bank System $1 billion and the Federal Savings and Loan Insurance Cor- 
poration $750 million be carried on the Treasury statement as contingent 
liabilities. 


Recommendation No. 4 


That no person be permitted to serve as a member of the Home Loan Bank 
Board and the Federal Savings and Loan Insurance Corporation at the same 
time. 


Recommendation No. 5 


That studies be made of prospective foreclosure and loss experience of all 
phases of the Government’s housing programs. 


Recommendation No. 6 


That, with a view to assuring better appraisal and cost estimates, securing 
more substantial and continued owners’ interest in maintenance, and the 
elimination of windfalls, the whole organization of the apartment house pro- 
gram be further tightened up and full advantage taken of the commendable 
provisions of the Housing Act of 1954. 


Recommendation No. 7 


(a) That the President be given the authority to increase equities required 
on new mortgages insured by the Federal Housing Administration; and 
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(b) More extensive use be made of the principle of sharing the risk on insured 
loans with the Government by the institutions making such loans. 


Recommendation No. 8 


That the Federal Housing Administration be reorganized in such a manner 
that it will provide its own financing without having to call on the Government 
for funds, subject however to Federal regulation... The Home Loan Banks and 
the Federal Savings and Loan lmerance Corporation are examples. which might 
be followed. 

Recommendation No. 9 


That no change be made in the expiration dates of the loan privileges under 
the veterans’ housing program, other than in the direct loan program referred to 
above. 

Recommendation No. 10 


That if the inclusion of the “special assistance” functions in the Federal 
National Mortgage Association interferes with the reorganization of that agency 
as prescribed by the Congress, these functions be transferred to some other 
agency. 

Recommendation No. 11 


That the President be authorized to establish the equities to be required for 
loans made or guaranteed under these “special assistance” functions. 


Recommendation No. 12 
That Federal grants-in-aid be used to provide security for private loans to slum 


clearance projects and that the Federal lending and guaranteeing funéttons’ of 
this agency be terminated. 


Recommendation No. 13 


That either the name Public Housing Administration be changed to “Federal 
Slum Clearance Administration,” or that the name of the Federal Housing 
Administration be changed to the “Federal Mortgage Insurance Administration.” 


Recommendation No. 14 


That the liquidation of the war housing, veterans’ reuse housing, the sub- 
sistence homesteads and Greenbelt towns programs be accelerated. 


Recommendation No. 15 


That the program of loans for college housing be terminated. 


Recommendation No. 16 


That the liquidation of the prefabricated housing lending program be acceler- 
ated. 


Recommendation No. 17 


That the liquidation of the Alaska housing loans be accelerated. 


Recommendation No. 18 


That the Government dispose of all repossessed housing units held by it as 
soon as practicable. 


Recommendation No. 19 


That the program of urban planning and reserve of planned public works in 
the Housing and Home Finance Agency be terminated. 


Recommendation No. 20 


That the authorization of the Housing and Home Finance Agency to lend 


money for public works except as they are necessary for public housing projects 
be repealed. 
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Recommendation. No. 21 


That the operating functions of the Housing and Home Finance Agency 
be made subject to the Government Corporation Control Act. 

Mr. Cote. Mr. Chairman, I am deeply grateful to the committee for 
permitting me to leave. 

Senator SparkMAN. Before you go, let me ask you a question. Are 
you going to Pittsburgh ? 

Mr. Corz. Yes, to Pittsburgh. 

Senator SparkMaN. It was Pittsburgh that particularly asked that 
you be allowed to leave, so I wanted to be sure that is where you were 
going. 
~ Mr. Core. All right, sir. May I make this suggestion then? Be- 
cause the chairman has been so gracious in permitting us to make our 
statement out of context I would like to return then to the Home Loan 
Bank Board and ask Mr. McAllister tocome up. I will read my state- 
ment on it, and then if I may be permitted to leave, Mr. McAllister, the 
very able chairman of the Home Loan Bank Board, can go right 
ahead with it. 

Senator Sparkman. All right. Go right ahead, and I hope you 
have a nice trip. 

Mr. Cote. Thank you, sir. I am starting on page 13 of my state- 
ment, which is just a page long, and just where we left off yesterday. 

Senator SparKMAN. Yes, where we left off yesterday. 

Mr. Coreg. Yes, sir. 


Home loan bank 


The bill contains several amendments relating to the Federal home 
loan banks and member institutions. Those amendments have been 
carefully studied in the Housing Agency and in the Bureau of the 
Budget, and I strongly recommend their enactment. They deal pri- 
marily with operating matters and will be explained by Mr. McAllis- 
ter, the chairman of the Home Loan Bank Board, in his statement on 
the bill. However, I wish to bring one amendment to your particular 
attention—the change in the amount of required stock subscription by 
a member of a Federal home loan bank. 

The Federal Home Loan Bank Act originally required that each 
institution eligible for membership in a Federal home loan bank must 
subscribe to the stock of that bank in an amount equal to at least 1 per- 
cent of the home mortgage loans held by that institution. This was 
not changed until 1950, when the required amount of stock subscrip- 
tion was increased from 1 to 2 percent in order to acquire additional 
funds to enable the Federal home loan banks to retire all Government 
stockholdings in the banks. Since all of the stock held by the Govern- 
ment in these banks has been retired, it would seem to be desirable that 
the Home Loan Bank Board be granted authority to reduce the re- 
quired percentage within reasonable limits. 

The bill would provide that the Home Loan Bank Board could deter- 
mine the amount of required stock subscription, but that in no event 
could it be less than 1 percent nor more than 2 percent of the total 
of the home mortgage loans of the institution. However, the institu- 
tion would be required to continue to hold at least the amount of stock 
now required to be held. The amendment would thus have an effect 
only as the institution increases its home mortgage loans. 





96 HOUSING ACT OF 1955 


If agreeable to your committee, Mr. McAllister will now present his 
statement. 


Senator Sparkman. All right, Mr. McAllister. We are glad to 
have you with us. 

Mr. McAuutsrer. Thank you, sir. 

A written statement has been prepared, Mr. Chairman, and I will 
just talk with reference to the statement without reading it. 

Senator Sparkman. Allright. The statement will be placed in the 
record in full at this point, without objection. 

(The prepared statement follows:) 


STATEMENT OF WALTER W. MCALLISTER, CHAIRMAN, HOME LOAN BANK BOARD 


The Home Loan Bank Board favors the enactment of the provisions contained 
in sections 14 through 16 of the present bill, S. 1800. 

These sections would make adjustments in existing legislation which are rela- 
tively minor in nature but which at the same time would remove problems which 
have produced unnecessary burdens on the local thrift and home-financing insti- 
tutions belonging to the systems supervised by the Home Loan Bank Board. In 
brief, they would: 

Enable the Board to make a reasonable reduction in investments hereafter 
required to be made by member institutions of the Federal home loan banks in 
the capital stock of those banks; 

Provide a clearer and more complete statement of the grounds on which the 
Board may terminate the membership of institutions which are members of the 
banks: 

Enable the Board to provide more equitable geographical representation of the 
member institutions on the directorates of the Federal home loan banks in the 
larger districts; 

Clarify the authority of Federal savings and loan associations to make loans 
insured under title I of the National Housing Act and loans insured or guaran- 
teed by the Veterans’ Administration; and 

Change the admission fee charged applicants for insurance in the Federal 
Savings and Loan Insurance Corporation to one based on the cost of processing 
the insurance applications, replacing the existing provision of the statute that an 
applicant for insurance shall pay an admission fee based upon the reserve fund 
of the Insurance Corporation. 

Subsection (1) of section 14 of the bill contains the provisions for reduction 
of the required subscriptions to capital stock of the Federal home loan banks by 
the member institutions. When the Federal Home Loan Bank Act was originally 
enacted in 1932 it required each member institution to acquire capital stock of 
its Federal home loan bank in an amount equal to 1 percent of the aggregate 
unpaid principal of such member’s home mortgage loans, but not less than a 
$1,500 minimum (later reduced to $500). Adjustments were provided for so 
that the capital stock held by each member could increase or decrease, within 
the requirements of this formula, as the amount of home-mortgage loans held by 
the member increased or decreased. 

The original act provided that the Secretary of the Treasury should subscribe, 
on behalf of the United States, for such part of the minimum capital of each 
Federal home loan bank as was not subscribed for by members within 30 days 
after the opening of books, up to a maximum of $125 million. Actually, 
$124,741,000 of the original capital was thus subscribed for by the Secretary of 
the Treasury. Also, the act provided for eventual retirement of the Government 
eapital, and by 1950 a substantial amount of it had been retired. 

In that year legislation was enacted to accelerate the repayment of the Gov- 
ernment capital. The new legislation increased the amount required to be held 
by members to a minimum of 2 percent of each member’s home-mortgage loans, 
home-purchase contracts, and similar obligations and provided that 1 year later, 
subject to a specified floor, the banks should retire an amount of Government 
capital equal to the difference between their capital then held by members and 
the amount that the members would have been required to hold if the 1-pereent 
provision had not been changed. 

This amendment of the law had the desired effect. With the aid of the 
additional funds brought in by the new 2-percent provision, the banks were able 
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to retire the last of the Government capital in 1951, and became 100-percent 
privately owned by their member institutions. 

The 2-percent provision, however, has remained in the law, and it has produced 
a situation in which the Federal home-loan banks have a capital stock which 
is quite large in proportion to the other items on their statements. Thus, as of 
March 31, 1955, the 11 banks, with total liabilities and capital of $1,518 million 
in round figures, had a total paid-in capital stock in excess of $470 million. 

The Home Loan Bank Board feels that the time has come when the 2-percent 
provision should no longer remain as a rigid requirement for future stock 
subseriptions by the member institutions. Accordingly, subsection (1) of 
section 14 would provide for the future that the Home Loan Bank Board shall 
by regulation tix the figure at not less than 1 percent and not more than 2 
percent of the unpaid principal of each member’s home mortgage loans, with 
a minimuin of $500. It is expressly provided in the new provision that nothing 
therein shall permit a member to reduce the amount of stock held by it below 
2 percent of the unpaid principal of its home-mortgage loans as of the effective 
date of the new legislation. But no member which held stock in excess of the 
amount required by the new regulation would have to subscribe for further 
stock until the amount of stock held by it was no longer sufficient to equal the 
amount required by the new regulation. ‘ 

We believe that this provision represents a fair, reasonable, and safe resolution 
of the problem presented, and favor its enactment. 

Subsection (2) of section 14 deals with the grounds for removal of member 
institutions from Federal home loan bank membership. 

Under the existing statute the Board may, after hearing, remove a member 
from membership if in its opinion the member has failed to comply with any 
provision of the Federal Home Loan Bank Act or the regulations of the Board 
made pursuant thereto, or if, in its opinion, such member is insolvent. But, 
although the act provides that no institution shall be eligible to become a member 
if the character of its management or its home-financing policy is inconsistent 
with sound and economical home financing or with the purposes of the act, there 
is no provision by which the Board may terminate a member’s membership if 
such conditions arise and exist after the member is admitted to membership. 

Also, the act contains no definition as to when a member is to be deemed in- 
solvent. Such a definition is needed in the case of those member institutions, 
which are the vast majority of the members, that are savings and loan asso- 
ciations, building and loan associations, and similar institutions which regularly 
raise their funds from the saving public through the issuance of withdrawa- 
ble accounts under which the holders of the accounts are shareholders rather 
than creditors. In such cases it might be contended that the institution was 
not insolvent in a technical sense as long as its assets were at least equal 
to its liabilities to its creditors, even though its assets were far short of equal- 
ing the total amount of its liabilities to its creditors and its shareholders. 

To take care of these matters, subsection (2) would expressly provide that 
the board may, after hearing, remove any member from membership if, in 
the opinion of the Board, such member has failed to comply with any provision 
of the act or any regulation of the board made pursuant thereto, or is insolvent— 
these are the same grounds that presently exist—or if it has a management or 
home-financing policy of a character inconsistent with sound and economical 
home financing or with the purposes of the act. It would also provide that any 
member which is a building and loan association, savings and loan association, 
cooperative bank, or homestead association shall be deemed insolvent if its assets 
are less than its obligations to its creditors and others, including the holders of 
its withdrawable accounts. 

It will be noted that these changes apply not only to removal of bank mem- 
bers from membership but also to termination of any nonmember borrower’s 
privilege of obtaining advances. Advances to nonmembers can be made only to 
certain types of mortgagees which are approved under title II of the National 
Housing Act and are chartered institutions subject to the inspection and super- 
vision of a governmental agency, and the advances can be made only on the 
security of mortgages insured under title II of the National Housing Act. No 
Significant volume of such advances is now outstanding, and the matter is men- 
tioned only for the sake of completeness. 

In addition, subsection (2) would make one other change. At present, each 
Federal savings and loan association is, by statute, a Federal home-loan bank 
member. At the same time, the provision of the federal Home Loan Bank Act 





QS HOUSING ACT OF 1955 


for voluntary termination of bank membership, which was enacted before Fed- 
eral savings and loan associations were provided for by law, applies by its 
wording to any member. To remove this inconsistency, the new provision 
would amend the provision for voluntary withdrawal so that it would expressly 
apply only to members other than Federal savings and loan associations. 

Subsection (3) of section 14 is merely a part of the adjustments in the 
requirements as to the stock of member institutions in the Federal home-loan 
banks. It would effect a formal repeal of the provisions enacted in 1950 which 
imposed the 2-percent requirement and provided for accelerated retirement 
of the Government capital. This repeal would not affect that part of the new 
provisions which states that nothing therein shall permit a member to reduce 
its bank stock below 2 percent of the unpaid principal of its home mortgage loans 
as of the effective date of the new provisions. 

The final subsection, subsection (4), of section 14 relates to the number of 
elective directors of the Federal home-loan banks. 

Under existing law, each Federal home-loan bank has a board of 12 directors, 
4 of whom are appointed by the Home Loan Bank Board and 8 of whom are 
elected by the member institutions under rules and regulations prescribed by 
the Board pursuant to statute. E 

In its regulations, the Board endeavors to provide proper geographical repre- 
sentation of the member institutions by States, as well as the required statutory 
representation based on the size of the institutions. But in the case of such bank 
districts as the Greensboro District, which has 8 States including the District 
of Columbia, and the San Francisco District, which has 9 States, plus Alaska, 
Hawaii, and Guam, the Board cannot provide for complete representation by 
States and at the same time allow those States which have a greater number 
and size of member institutions to receive recognition by having a larger 
number of elective directors than those States which are smaller in these 
respects. In fact, in the San Francisco District it is not even possible for all 
of the 9 States to have at least 1 elective director at the same time. The prob- 
lem there has bad to be solved by alternating 1 directorship between 2 States, 
which means that each of these 2 States alternately has no State representation 
at all. 

Subsection (4) of section 14 of the bill would answer this problem by pro- 
viding that the Home Loan Bank Board may by regulation increase the number 
of elective directors of any Federal home-loan bank whose district includes 
five or more States—defined for this purpose as including the District of Co- 
lumbia—to a number not exceeding twice the number of States comprising such 
district. This amendment would permit the representation of each State by at 
least one elective director and at the same time permit equitable recognition of 
those States having larger membership in number and size. 

Section 15 of the bill deals with the authority of Federal savings and loan 
associations to make loans insured under title I of the National Housing Act 
or guaranteed or insured by the Veterans’ Administration under the Servicemen’s 
Readjustment Act of 1944. In addition to the restricted powers which they 
have under other provisions of law, Federal savings and loan associations have 
had, since 1947, a provision in the last paragraph of subsection (c) of section 5 
of the Home Owners’ Loan Act of 1933 authorizing them to invest up to 15 per- 
cent of their funds in certain loans of this type or in other loans for property 
alteration, repair, or improvement, without regard to the first-lien requirements 
of that subsection. As enacted in 1947, the paragraph provided that no such loan 
should be made in excess of $1,500 except in conformity with the other provisions 
of the subsection. In the revision of this paragraph which was made by the 
Housing Act of 1954, a $2,500 limitation was imposed in lieu of the $1,500 limita- 
tion, but apparently by inadvertence this $2,500 limitation was imposed in such 
a manner that it appears to apply not only to loans made without the benefit of 
title I insurance or Veterans’ Administration insurance or guaranty but also to 
loans made under the paragraph with the protection of such insurance or guar- 
anty. Thus, for example, the limitation would apparently mean that a Federal 
savings and loan association could not make a title I insured loan for new con- 
struction exceeding $2,500 but. within the $3,000 limitation of that title without 
having to take the same type of lien security which it would have to take if it 
did not have the benefit of the title I insurance. 

The provisions of section 15 of the bill would correct the $2,500 limitation by 
confining its application to loans made without the benefit of title I insurance 
or Veterans’ Administration insurance or guaranty, in line with what we believe 
to have been the probable intention at the time of the 1954 revsion. 
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Section 16 of the bill relates to the admission fee which the Federal Savings 
and Loan Insurance Corporation is required to charge when an applicant institu- 
tion is granted insurance of its accounts. Subsection (d) of section 403 of the 
National Housing Act provides that any applicant applying for such insurance 
after the first year of the operation of the insurance corporation shall pay an 
admission fee based upon the Corporation’s reserve fund which, in the Judgment 
of the Corporation, is an equitable contribution. The General Accounting Office, 
in its last two reports of its audits under the Government Corporation Control 
Act relating to the Insurance Corporation, has included a recommendation to the 
Congress that the statute be amended to eliminate the existing provision and to 
authorize the imposition of a fee on newly insured institutions commensurate 
with the direct and indirect cost of granting insurance coverage. In line with 
this recommendation, section 16 of the bill would repeal the existing provision and 
enact in lieu thereof a provision that any institution which applies for insurance 
after the effective date of the new legislation shall pay, in the event that its 
application is approved, an admission fee in such amount as the Corporation shall 
determine, taking into consideration the total cost of processing all insurance 
applications. 

This completes the provisions of the bill which have particular application to 
the operations under the supervision of the Home Loan Bank Board. As stated 
in the beginning, the Board favors their enactment into law. 

Mr. McAtuisrer. There are five amendments that have to do with 
our operation. One was mentioned by Mr. Cole, having to do with the 
reduction of the capital stock of the Federal home loan banks. 

2. Authority to the Board to terminate membership in the bank 
system ; 

3. A provision for increasing the number of elective directors of the 
Federal home loan banks in districts that are large and which contain 
five or more States ; 

4. A clarification with regard to title I insurance; and 

5. A clarification and definition with regard to the admission into 
the Federal Savings and Loan Insurance Corporation and the fee 
that would be charged. 

First I will take up the qeustion with respect to the reduction in the 
bank stock. As Mr. Cole pointed out, in 1950 in an effort more 
quickly to retire the Government’s capital in the bank system which 
had already been put at approximately $125 million, the savings and 
loan associations asked that their purchase of stock be increased from 
1 percent to 2 percent of the unpaid balance of the home mortgages. 
That very quickly retired the Government’s capital. Under present 
conditions frankly our banks are being over-capitalized, and we feel 
it would be desirable to give the Board the authority to control the 
amount of capital of the bank system from the minimum of 1 percent 
originally established to the present maximum of 2 percent. 

Senator Sparkman. Is the amount of lending power in any way tied 
to the capitalization ? 

Mr. McAuuisrer. Yes, sir. The banks can issue debentures up to 
10 times the amount of their outstanding capital. In round numbers 
their capital at present is $500 million. 

Senator Sparkman. When you say they are becoming over-capital- 
ized does that mean their capitalization is running ahead of the 
demands in the community for loans? 

Mr. McAuuister. The system at the present time has outstanding 
only $141 million of debentures. The association members have been 
putting deposits into the banks and the banks have approximately 
$800 million of deposits of their members; and in turn some.of the 
same members and other members in borrowing from the banks have 
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borrowed some $750 million. So that banks are really serving as an 
instrumentality in making funds available from one area where there 
is an excess of funds to another area of the country where there is a 
demand for funds. 

We feel at the present time there is no need for increasing the 
capitalization of the banks. However, I do not want to reduce the 
$500 million. It will stand at its present figure and no member will 
be permitted to reduce its present amount of stock; but merely from 
here on out if the Board should set the regulation at 114 percent, for 
example, of the unpaid home mortgages, then when an institution’s 
home mortgages had increased to 114 percent according to the present 
stock value there, then they would be required to purchase an addi- 
tional amount of stock. 

Senator SparkMan. All right. 

Mr. McAuursrer. The second one would provide for the removal 
of member institutions in the bank system. At the present time the 
Board has the right to remove a member if they fail to comply with 
the provisions of the Bank Act. That is the second amendment we 
are proposing, page 4, subsection 2 of section 14. The Board has 
the authority to remove members if they fail to comply with the pro- 
visions of the act or regulations of the Board, or if such member is in- 
solvent. However, the condition required for membership in the bank 
system is that their basis of lending shall be one that will be approved. 
In other words, they are conducting their lending operations on a 
basis satisfactory to the Board. However, if after they are a mem- 
ber and they fail to continue their satisfactory progress, then we 
do not have that as a right for removal from membership. This is 
simply to give the Board ‘the 1 ‘ight to remove members if the character 
of its management or its home financing policy is inconsistent with 
home financing. 

Of course, that would be done on the basis of a hearing. 

Senator Busu. How do you remove them, speaking of the members 
of the bank system ¢ 

Mr. McAuuisrer. It would be done by notice, and there would be 
given provision for a hearing. 

Senator Busu. Supposing that is effective, what happens to that 
institution? They have a lot of obligations to the public. What 
happens to them? Do they become a State institution, or what? 
They have to have some sort of license to operate. 

Mr. McAuuisrer. Yes, sir. Membership in the bank consists of 
Federal savings and loan associations, which would be Federally 
chartered, and they must be members of the bank system. 

Senator Busu. That is what we are talking about. 

Mr. McAuuister. No. We are talking about State chartered as- 
sociations, chartered by the respective States, which may be members 
of the bank system if they meet our requirements; but once they 
are a member of the system we cannot enforce their continued com- 
pliance with the recommendations that were in evidence for them to 
become members. 


Senator Busn. So this action does not apply to Federal savings and 
loan asssociations ¢ 


Mr. McAuuisrer. No, sir. 


Senator Busu. But only to State savings and loan ? 
Mr. McAuuistrer. Yes. 
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Senator Busu. Who are affiliated with you. 

Mr. McAuuisrer. That is right. 

Senator Lenman. I am not quite certain of what your amendment 
does. It seems to me the language of your amendment is very similat 
at least in part with the existing law. 

Mr. McAtuister. Yes, sir. 

Senator Leaman. What does it do in addition to the rights that 
are given to the bank under existing law ¢ 

Mr. McAuuster. That appears in the third paragraph on page 4: 

But, although the act provides that no institution shall be eligible to become 
a member if the character of its management or its home-financing policy is in- 
consistent with sound and economical home financing or with the purposes of 
the act, there is no provision by which the Board may terminate a member’s 
membership if such conditions arise and exist after the member is admitted to 
membership. 

In other words, it is merely giving the Board the authority to re- 
quire continued compliance with the conditions that were necessary 
for initial membership into the system. 

Senator Busn. In other words, what the additional authority does 
is see that the character of these institutions remains the same. 

Mr. McAuuisrer. That is correct. 

Senator SparKMAN. I did not catch this, although you may have 
given ita moment ago. How do you discipline a Federal savings and 
loan association? This is the method of disc PeUnes a State organi- 

zation that becomes affiliated with your organization, but how do you 
discipline a federally licensed savings and ‘Joan association under this 
same proposition ? 

Mr. McAuuister. We would have the authority to issue them notice 
of their failure to comply with the rules and regulations or compliance 
with the law. Then they would be privileged to have a hearing before 
the Board. If they objected to having a hearing before the Board, 
they would have a right to go into the district court in their district 
and demand a hearing and an explanation of the Board’s charges; 
and those charges would have to be proven before the court. 

Senator SparKMAN. What would happen? 

Mr. McAuuistrer. Frankly, if a Federal association were failing to 
comply with the law, we would step in and either make such changes 
in the directorate as were necessary, or such changes in the manage- 
ment as were necessary. 

Senator SparkMAN. And you have the authority to do that? 

Mr. McAuutster. Yes, sir. We have it now. 

Senator SparKMAN. But you would not have that power in the State 
associations ? 

Mr. McAtuister. Yes, sir. 

Senator SparkMaANn. And this would be an alternative? 

Mr. McAuuisrer. Yes, sir. 

‘Senator Sparkman. In other words, you can simply say we cannot 
reorganize you. 

Mr. McA uister. Yes, sir. 

Senator SparKMAN. But we can deny you membership in the Fed- 
eral organization. 

Mr. McAuutsrer. In the bank system. That is correct. 

Senator Sparkman. You think that is comparable ? 

Mr. McAtuisrer. Yes, sir. 
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Senator Sparkman. About as nearly comparable treatment as you 
can devise for the two systems? 

Mr. McAuusrer. Yes, sir. We have fixed it so that they will be 
provided with an opportunity for a hearing. It cannot be an arbi- 
trary action. 

Senator Sparkman. They are entitled to a hearing? 

Mr. McAuuisrer. Yes, sir. The same procedure will be applied 
that is applied to the Federals. 

Senator Sparkman. All right. 

Mr. McAuuistrer. Then there is one little technical change. 

Senator Leaman. Supposing you felt that the bank was not sol- 
vent? Has the Board any power to compel that particular bank to 
build up its capital structure so that it would again become solvent 
without danger of going into bankruptcy ? 

Mr. McAuutsrer. You have reference to a particular savings and 
loan association ? 

Senator Lenman. Yes. 

Mr. McAuuister. No. We would have no authority. If it was a 
State-chartered association that was a member of the bank system it 
could or could not be insured, as it elects. In other words, if the man- 
agement of that institution would like to have insurance of their 
shares they could make application to the Insurance Corporation, and 
if they complied with the Insurance Corporation’s requirements then 
their members’ investments would be insured. They would then be 
subject to the rules and regulations of the Insurance Corporation, 
which, in turn, are more strict than those of the bank system. If that 
institution, would then become insolvent, then the Insurance Corpora- 
tion, upon that determination by the State supervisory authority, 
would step in and pay the shareholders their claims in accordance with 
their amount of insurance and the amount of their investment. 

Senator Sparkman. Is an individual State association entitled to 
the insurance without it belonging to the Federal association ? 

Mr. McAuuisrer. No, sir. It can belong to the bank system without 
being insured, but it cannot be insured without belonging to the bank 
system. 

Senator Sparkman. All right. 

Mr. McAuuister. There was one slight correction that was being 
made. That is in the last paragraph at the bottom of page 5. We 
find that Federal savings and loan associations at the present time 
have a question as to whether or not they might be permitted volun- 
tarily to terminate their membership in the bank system. This clause 
will prevent a Federal from voluntarily withdrawing from the bank 
system, which is what had always been understood, but we wanted to 
clarify that. 

Then, in the middle of page 6, the third change we are recommend- 
ing is the authority to the Board to increase the number of elective 
directors of the home loan banks. As you know. we have 11 Federal 
home loan banks. For instance, the San Francisco Bank has 9 west- 
ern States. They have only 8 elective directors. As we have always 
tried to arrange it, it works out so that each State should have at 
least 1 elective director to represent them, but we are in a position 
of having to combine 2 States as 1, and they alternate in the election of 
directors. The Greensboro Bank, which serves the southeastern por- 
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tion of the United States, has 7 States, and the District of Columbia. 


The western San Francisco Bank I failed to add also serves Alaska. 


Hawaii, and Guam. 

This amendment is simply to authorize the Board to increase the 
number of elective directors. We have 8 now and 4 appointed by the 
Board. This authorization is to increase the number of elective di- 
rectors not to exceed 2 for each State in the bank district. 

Senator Busu. That would give you a pretty big Board, If you 
took full advantage of it. 

Mr. McAuuisrer. It is not our intention to provide for that many, 
Senator. 

Senator Busu. Why would you not be satisfied to have a limitation 
that would provide for one from each constituent, such as a State or 
Territory, or something like that? 

Mr. McAuuisrer. All right, sir. The State of California has ap- 
proximately 60 percent of the membership of the San Francisco bank, 
and approximately 75 percent-of the assets of the San Francisco bank. 
It has at the present time only one elective director. Frankly, we feel 
that this is an unfair representation. 

Senator Busn. |] agree with you. I think that is a good reason for 
it. 

Mr. McAuuister. We divide the membership into three classes, A, 
B, and C, according to the size, C being the smaller associations, B the 
middle class, and A the largest associations. The 8 elective directors 
consist of 2 from each of those classes, and 2 at large. Frankly, we 
feel, or I will say I feel, that California should have one elective 
director from each of the classes. 

Senator Busu. Yes. I see your amendment better now. I think 
it is a very sound idea. 

Mr. McAuuister. Yes, sir. 

Senator Busn. You are trying to get authority to give representa- 
tive weight where the business comes from. 

Mr. McAuuister. Yes, sir. But at the same time under no circum- 
stances would we give one State—— 

Senator BusH. Sixty percent of the Board. 

Mr. McAuuistrer. That is corect. No. We would never do that, 
but we do feel they are entitled to more than one elective director. 

Senator Busu. And this amendment you propose now will give 
you the necessary leeway / 

Mr. McAuuisrer. Yes, sir. 

Senator Busu. Just to repeat once more, what is the amendment ? 
How many additional? 

Mr. McAuuister. We may not have more than two elective directors 
for each of the States within the district. 

Senator Busu. So that in this case you could give California 2, and 
that is all, although they do have 60 percent of the business? 

Mr. McAuuisrer. No. It would mean if there were 9 States in the 
district we could, under this regulation, have as many as 18 elective 
directors, and 4 appointed directors, which would mean a total board 
of 22; but that would not be our intention, to have that many. How- 
ever, we do feel every one of the States in that district should have a 
minimum of one elective director, and we feel in any district. where 
any one State has a very heavy predominance they should be entitled 
to more than one elective director. 
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Senator Busu. Just to be sure we understand what your policy will 
really be, if you do get that authority what will you do in that district 
by way of increasing that board ? 

Mr. McAuuisrer. Each State will have a minimum of 1 director, 
and I would say California, which has 60 percent of the membership 
and 75 percent of the assets, would have 1 elective director from each 
of the 3 classes—A, B, and C. 

Senator BusH. So they would have three? 

Mr. McAuuisrer. Yes, sir. They would have three. 

Senator Busy. And they would be the only State that would have 
three under that ‘ 

Mr. McAuutsrer. The only 1 that would have 3. There might be 
two from some other States, as far as that goes. 

Senator Busn. I think it is a sound idea. 

Mr. McAxuisrer. Thank you. 

Senator Lenman. How about the New York district? What does 
that consist of ? 

Mr. McAtuisrer. New York and New Jersey are 1 district. They 
have 8 elective directors between the 2 States. 

Senator Leuman. Does each State have four? 

Mr. McAuuisrer. I think that is correct. Each State has four. 
They work that out among themselves. The States work out their 
system of representation. We permit them to do that and then recog- 
nize their suggested procedure. 

At the bottom or the last paragraph on page 7 it deals with section 
15 of the bill, which is merely a clarification with regard to title I 
loans. That permits insured associations to make title I loans in ac- 
cordance with the limits applying under the FHA statute. As it was, 
we have a limitation in here accidentally that made the upper limit 
$2,500. If an FHA title I loan, for instance, should be $3,000, our 
limitation would have been $2,500. This merely corrects that over- 
sight in the last 1954 act. 

At the bottom of page 8 is the fifth amendment. At the present 
time the statutes say when an institution applies for membership in 
the Federal Savings and Loan Insurance Corporation, that the admis- 
sion fee charged by the Corporation is based on the reserve fund of 
the Corporation. Frankly, we think that is an unfair charge. As : 
matter of fact, I do not know hardly how to assess a charge of that 
kind. In the last 2 reports the General Accounting Office made sug- 
gestions that that be changed. Accordingly we are requesting author- 
ity to set an admission fee based on what we regard as being the fair 
cost of processing that application. 

That is all, gentlemen. 

Senator SpaRKMAN. Are there any further questions ? 

Thank you very much, Mr. McAllister. By the way, I believe in 
the Hoover Commission report there was one recommendation, and 
maybe more, pertaining to your agency. 

Mr. McAuuisrer. Yes, sir. 

Senator SparKMAN. Do you care to comment on that now or would 
your answer be incorporated along with Mr. Cole’s? 

Mr. McAuutstrer. I will be glad to comment if the chairman would 
like for me to do so. 

Senator SparKMAN. I do not recall the recommendation right now. 

Mr. McA.uisrer. We will include a written statement then. 
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Senator SparKMAN. You do that. Thank you. 

Mr. Hunter. Mr. Chairman, Mr. Cole had an introductory state- 
ment on the public works advance planning program. I could read 
that, or it could be inserted in the record and then Mr. Hazeltine would 
follow. It might help in the questioning for me to read that statement, 
to give you the background. 

Senator SparKMAN. Go right ahead. That is on page 14, is it not? 

Mr. Hunver. Yes. 

For the record, I am Oakley Hunter, General Counsel of the Hous- 
ing and Home Finance Agency, and during the absence of Mr. 
Acting Administrator. 

Public works 

The bill would amend the provisions of the Housing Act of 1954, 
which authorized the third public-works advance planning program. 
Under this program, the Housing Administrator, working through 
oe Communities Facilities Administration, makes advances to State 

‘ local puble bodies for the planning of public works, thereby en 
couraging municipalities and other local public agencies to maintain 
a continuing reserve of planned public works which can be efficiently 

carried out, particularly at times when the economic situation makes 
it especially desirable that the work be started rapidly. The amend- 
ments—which are mainly in the nature of an extension and enlarge- 
ment of the program—are designed in order to carry out a recommen- 
dation by the President to the Congress in his 1955 Economic Report. 
That report, which was prepared ‘with the assistance and advice of 
the Council of Economic Advisers, contains the following statement, 
which I should like to read because it explains the underlying reasons 


why this section of the bill is a part of the administration’s legislative 
program : 


Cole, 


Recognizing that the enlargement of our public assets is a vital task in the 
era ahead, and that the timing and coordination of public works activities have 
an important bearing on the growth and stability of the economy, the Council of 
Economie Advisers last year established a small unit to devote itself to coor- 
dinating the planning of public works. 

Among other activities, this unit cooperated with the Bureau of the Budget 
in making an inventory of the status of Federal public works plans, project by 
project. It also initiated a survey of State and local plans for public works, 
which was carried out in cooperation with the Housing and Home Finance 
Agency and with the Bureau of the Census. The first study disclosed that 
Federal plans for sound projects are available in reasonable abundance for an 
accelerated public-works program, if economic conditions should make this neces 
sary. The second study disclosed that public-works programming by States and 
localities is extensive, but that there is only a very small backlog of plans at the 
stage of drawings and designs. * * * 

A problem of great interest in this connection is the stimulation of public-works 
planning in States and localities. Many smaller communiies have projects wthin 
their master development plans for which funds are not immediately available to 
produce preliminary engineering surveys and designs. Assistance to such com- 
munities would help them to develop plans for public works ready for initiation, 
which otherwise would take months to prepare in case of need. Such a reservoir 
of planned public works should be of considerable magnitude to be effective. * * * 
It is recommended that the Congress enlarge substantially the appropriation for 
planning advances, and that a revolving fund be established for this purpose. 
The need for building a reservoir of ready-to-go projects has been recognized in 
three separate programs of planning advances, established by the Congress within 
the past decade. This experience indicates that the need for preparédness, 
being itself continuous, is not well met by programs of limited duration. 
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In order to carry out the recommendation of the President on as- 
sistance for advance planning of public works, the bill would make 
the following major changes in the present law: 

(1) The Housing Administrator would be authorized to establish 
a new revolving fund for the making of planning advances. The $10 
million authorized to be appropriated by the legislation which was 
enacted last year would be transferred to that fund. There would 
also be authorized to be appropriated to the revolving fund $12 million 
on or after July 1, 1956, $12 million more on or after July 1, 1957, and 
$14 million more on or after July 1, 1958. Thus, there would be 
gradually established a $48 million revolving fund, and further appro- 
priations would be authorized to maintain the fund at that level. 

(2) The July 1, 1957, expiration date for the present program would 
be eliminated, and the language of the bill would make it clear that a 
major purpose of the fund is to help create a continuing reservoir: of 
planned public works. 

(3) As under the present law, local public agencies must agree to 
complete the plan preparation promptly and to repay advances when 
the construction of the project is started. However, the bill would 
add a new provision sole which a local public agency would be re- 
quired to repay only proportionate amounts of advances when only 
a portion of the construction of a planned project is undertaken. 

It is contemplated that the advances will be made for projects which 
the State or locality plans to undertake within a reasonable period of 
time and for which a real need is evident. Plans which are made 


for the too-distant future are more likely to become obsolete before 


they are used, and are less likely to result in actual construction at the 
particular time when it is desired to encourage a large volume of 
construction. 

While the major purpose of an advance planning program is to make 
possible the rapid acceleration of a large volume of construction, if 
national or local economic conditions make such acceleration desirable 
at a particular time, an important additional benefit of such a program 
is the encouragement of maximum economy and efficiency in the plan- 
ning and construction of public works. Past experience has shown 
that a reservoir of planned public works, along with a backlog of 
Federally planned projects, would make it possible to inaugurate a 
construction program with much greater speed and with much greater 
economy than would be the case if planning were started after a 
recessionary trend had already developed. When localities wait untii 
the last minute in order to do their planning, experience has shown 
that many months of delay are encountered in the starting of con- 
struction, and that hastily conceived and poorly evaluated project: 
are likely to be undertaken. 

In order to achieve the maximum benefit from the loan funds, we 
expect, where feasible, to make the Federal advances available for the 
preparation of preliminary plans rather than fully completed plans. 
The law authorizes advances to finance the cost of engineering and 
architectural surveys, designs, plans, working drawings, specifications, 
and similar action preliminary to the construction of State and local 
public works. 

Senator Busu. Mr. Chairman? 

Senator Sparkman. Yes, Senator Bush. 
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Senator Busu. What is the definition of public works under this 
law? It does not include roads, does it? Is there any definition of 
what is meant by public works? 

Mr. Hunter: Mr. Hazeltine, the Commissioner of Community 
Services, can- answer that question. 

Mr. Hazeurine. I believe it will cover any type of work which the 
public body, State or local, might wish to undertake with the funds 
available. 

Senator Busu. The construction of a park ? 

Mr. Hazevtine. Very possibly, sir. 

Senator Busn. A sewage disposal plant? 

Mr. Hazerrtne. Yes, sir. 

Senator Busu. Town halls? 

Mr. Hazextine. It would be predominantly water and sewage. 
Yes, sir. Any public building. 

Senator BusH. How about roads? 

Mr. Hazevtine. In other words, insofar as it did not interfere with 
other road programs for which there was other Federal aid available; 
or the planning of roads on which they might request Federal aid 
in the future to assist them in. 

Senator Lenman. May I ask a question? On page 16 it says: 

It is contemplated that the advances will be made for projects which the State 
or locality plans to undertake within a reasonable period of time and for which 
a real need is evident. 

It is hard to determine what constitutes a reasonable period of 
time and what also constitutes a real need. Would that be left to 
the discretion of the States? 

Mr. Hazettrne. We would plan it initially and investigate thor- 
oughly with the public agency the advisability and desirability and 
need of public works which they contemplate ; and also go further than 
that and try to find out if the body politic were also in favor of that 
type of an improvement. That would be done by our field people. The 
reasonable length of time would also be a matter of discretion, but 
due to the fact that we wish to have a revolving reservoir of plans 
we would not like to approve a plan which was for a 20- or 40-year 
program, but rather one for 3 or 4 or 5 years, and then ask them to 
plan again after that time with additional advances for another 
program, which would be later; thus continually revolving the ad- 
vances which would be out to the public bodies. 

Senator Sparkman. All right, Mr. Hunter. 

Mr. Hunrrer. By limiting the financing of fully detailed plans and 
specifications, obsolescence due to subsequent technical progress and 
changes in need will be reduced. This should be an important factor 
in the recovery of advances. Also, by confining the advances to pre- 
liminary plans, the Federal funds will go much further. It is esti- 
mated that $48 million invested in preliminary planning funds may 
support a maximum level of about $3 billion worth of State and local 
projects. 

On the other hand, if the $48 million fund were used only for the 
preparation of completed, detailed plans, the fund would support 
a volume of about $1 billion of construction projects. Of course, in 
the administrtaion of the program, there may be some types of proj- 
ects where, because technical obsolescence is not an important factor 
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r because the additional cost is slight, it would be appropriate to fi- 
nance detailed plans. Also, if it is “decided, because of economic con- 
ditions or a hurricane or other natural disaster, that it is desirable at 
that particular time to accelerate the start of construction, it may well 
be appropriate to finance the completion of detailed plans. 

An incidental benefit which accrues from a program of advance 
planning is that smaller communities are more apt to develop plans 
for small, yet needed, projects, the construction of which can be started 
very rapidly. On the basis of our experience under earlier advance 
planning legislation, it is anticipated that a considerable portion of 
the funds will be used by such smaller communities. In the light of 
our past experience, we also expect that the overwhelming bulk of the 
plans under the proposed program will be for sewage collection and 
disposal systems, water supply, treatment and distribution works, 
street and highway improvements, and buildings such as fire and 
police stations and schools. We expect that the typical advance will 
be for about $12,000, and that it will assist preliminary planning 
with respect to a project, the construction cost of which will be about 
$750,000. 

In concluding the testimony on this program, there are several 
features of the legislation which I wish to emphasize. ‘These funds 
are not outright gifts, as is true in the case of grant-in-aid legislation. 
The advances become repayable when the sponsors of the public works 
commence the construction contemplated by the planning. Accord- 
ingly, the program is, to a very large extent, self-liquidating. Second- 
ly, full control over the sponsor ship of each proposed public works 
project will be at State and local levels, and, under the law, no advance 
can be made for any project unless it conforms to an overall State, 
local, or regional plan approved by a competent State, local, or regional 
authority. Finally, the bill retains present provisions of law which 
make it clear that the granting of a planning advance in no way com- 
mits the Congress to assist in financing the construction of the public 
works. 

As you know, a new constituent unit known as the Community Fa- 
cilities Administration was established some months ago in the Hous- 
ing and Home Finance Agency. There was transferred to it, the 
Office of the Commissioner of Community Facilities, and the title of 
the office was changed to C ommunity Facilities Commissioner. The 
bill would permit a very small increase in the salary of this commis- 
sioner in order to prov ide consistency in the salaries paid the heads 
of our several constituent agencies and units. 

I have been advised by the Director of the Bureau of the Budget 
that the enactment of S. 1800 would be in accord with the program 
of the President. 

This concludes the statement on the bill. 

Senator SparKMAN. Are there any further questions, Senator Leh- 
man ¢ 

Senator Lenman. I am in sympathy with the purpose of the bill, 
but you say on page 19: 

Secondly, full control over the sponsorship of each proposed public works 
project will be at State and local levels, and, under the law, no advance can be 


made for any project unless it conforms to an overall State, local, or regional 
plan approved by a competent State, local, or regional authority. 
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There is a good deal of conflict in that. You enumerate State, 
local, or regional authorities. Supposing the city of Olean wanted 
to have a project. Would you get the approval of the city or get the 
approval of some State agency! I am only bringing that up be- 
cause it seems to me that is pretty much up in the air. 

Mr. Hazerrine. I think, Senator, if we turn it around the other 
way and state that we would not make an advance for planning any 
project which was not in accordance with the plan of the State, th: at 
they objected to, that is all it means. In other words, if the State has 
an overall highway program we would not advance plans for a high- 
way section which was not in accordance with the State highway pro- 
gram; or if there were a State health requirement for a certain type 
of sewage disposal, or sewage treatment plant, we would not advance 
plans unless the State health department approved of that type of 
sewage-trertment plant. 

Senator Lenman. Your category of projects is pretty broad, in- 
cluding firehouses, road construction, and sewage disposal. I should 
think in your appeal for the individual controls you are going to have 
a pretty big scramble for these funds, which are after all divided 
between the 48 States. It seems to me almost every city and com- 
munity is going to be very glad to have a new schoolhouse, or a fire- 
house, or a sewage-disposal plant, or to reconstruct their city streets. 
I do not know how you will administer that. I am in favor of the 
purpose of this thing, but I cannot quite visualize how you will ad- 
minister it. 

Mr. Hazevrine. Of course, you must remember, Senator, that the 
advance is only for the planning and not for the purpose of paying 
for it. They would restrict applications to those applications where 
they thought in the reasonably near future they would be in a position 
to vote a bond issue for the actual construction of the public works 
plan. 

Senator Leuman. There is no obligation in the plans that are 
drafted. If they are not used there is no obligation on the community 
to return this fund, is there? 

Mr. Hazeurtne. That is correct. But in our administration of it 
we would attempt to determine if there was any desire of the body 
politic to have this type of improvement before we would commit 
ourselves for the advance for the planning. 

Senator SpaRKMAN. You expect it to be a genuine, sincere pro- 
posal ? 

Mr. Hazevrine. Yes, sir. We have already prepared for the pres- 
ent advance planning law what we call the applicant’s eligibility 
statement. In that we cover all of these particular items as to the 
necessity of it, and the relative size that they are asking for—all of 
those things which pertain to it. We are trying to make it a ver y 
commonsense approach to the proposition of advancing Federal funds, 
with the Segebasion always in mind that we will get that money back. 

Senator Payne. The only occasion where you would come into 
conflict would e this. I might say I have had experience under 
the law personally, and I have found it very, very satisfactory and 
a very workable plan. The only questions that you would come into 
conflict on would be let us say on a sewage disposal law, or something 
of a similar nature, where there was a conflict with a State law. In 
disposing of that sewage it might be in contravention of an anti- 
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pollution law which was established at the State level. In that case 
you would have to clear through the State authorities. 

Mr. Hazerrine. We would require them to clear with the State 
authorities before we proceed with our program. 

Senator Sparkman. Senator Bush? 

Senator Busu. No questions. 

Senator SparkMan. Senator Capehart / 

Senator CarpeHart. No questions. 

Senator SpARKMAN. While we are on this, I wonder if it would be 
a good time to comment on the bill introduced by Senator Long, and 
also the bill relating to loans to finance local public works, and per- 
haps the bill introduced by Senator Capehart and others on the smoke 
abatement. 

Mr. Hunrer. The Administrator had a prepared statement on 
Senator Long’s bill, S. 1524, which I am prepared to read. It is a 
rather short statement. 

Senator Busu. What page is it on? 

Mr. Hunrer. Page 8. 

Senator SparkMaN. And the comments on Senator Capehart’s bill 
follow that. 

Mr. Hunter. Yes. Then smoke elimination and air pollution and 
then you could ask questions of Mr. Hazeltine. 

Senator Sparkman. All right. Will you proceed, please, Mr. 
Hunter. 

Mr. Hunter. All right. 

This bill would establish a Public Facilities Credit Corporation, 
headed by the Housing and Home Finance Administrator, with au- 
thority to extend credit to municipalities and other local political 
subdivisions for financing needed public works. The Corporation 
would give financial assistance, either by means of loans or the pur- 
chase of securities, but no loan or security could have a maturity in 
excess of 40 years. The financial assistance under the bill could not 
be extended 1f it is otherwise available on reasonable terms. Appli- 
cations from smaller communities, defined in the bill as those having 
a population of less than 10,000, would receive a priority. 

The Corporation’s initial capital would consist of $100 million of 
capital stock subscribed by the Treasury, and the Corporation would 
also be authorized to issue notes and debentures to the Secretary of 
the Treasury from time to time, and to have outstanding at any one 
time up to $500 million of such obligations. 

The proceeds of the sale of capital stock to the Treasury and the 
funds borrowed from the Treasury would constitute a revolving fund 
to be usd in the exercise of the Corporation’s lending functions. Loans 
could be made by the Corporation acting alone or in cooperation with 
banks or other lending institutions. 

I fully appreciate the importance of municipal public works con- 
struction as a factor in our general economic welfare and as a necessary 
adjunct to residential activities throughout the country. I also recog- 
nize that it is essential for local communities to obtain financing, on 
reasonable terms, for their public works. However, our Agency does 
not have information concerning the need for this financing which 
would warrant the enactment of S. 1524. The experience of this 
Agency in administering various programs of assistance for non- 
Federal construction indicates that the basic problems of cities in 
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financing public works do not generally arise from excessive interest 
rates or other unreasonable terms. Rather, the basic problem in fi- 
nancing municipal public works, as we have observed in many in- 
stances, results from constitutional and statutory debt limitations 
applicable to municipalities. As many cities have exhausted their 
debt-incurring authority, they cannot borrow for additional construc- 
tion except where revenue bond financing is feasible. 

Senator SparKMAN. I may say that Senator Long will appear before 
the committee tomorrow and present his statement. His bill was in- 
troduced, I believe, or prepared before the President designated the 
HHFA as the lending agency. You realize that the substance of his 
bill is already in the law? 

Mr. Hunter. That is correct. There is authority. 

Senator Sparkman. When we passed it formerly, it was adminis- 
tered by the RFC. When the RFC was discontinued we carried over 
this lending power, but did not designate the agency to administer 
it, but left that up to the President. The President never did designate 
that agency until late last year, I believe, or rather recently anyhow. 

" the act last year we designated the HHF A, but even then no funds 
were appropriated as I understand it. 

Mr. Hunter. No funds were appropriated but there was the auth- 
orization. 

Senator SparkMAN. Let me say this: I think this is the purpose of 
the bill. Congress has spoken repeatedly as to its wish for this pro- 
gram to be carried out. We are trying to get—and when I say “we” 
I mean Senator Long apparently is trying, and I believe I am on the 
bill too— 

Senator Caprnarr. Senator Maybank, you remember, put it 
through. 

Senator SparkMAN. And Senator Capehart. 

Senator CareHArt. It was one of the bills that Senator Maybank 
was always most enthusiastic about. 

Senator Sparkman. That is right. And Congress repeatedly spoke 
on it. What we are trying to do is get it carried out. I notice your 
comment on it here, but I ‘certainly hope we may have the fullest co- 
operation of the Housing and Home Finance Agency in carrying out 
the program that the Congress repeatedly has written into the law. 

Mr. Hunter. You can certainly be assured of that, Senator. 

_Mr. Hazenrtne. Mr. Chairman, there was appropriated last year 
$2 million for this purpose. 

Senator SparKMAN. That does not go very far. 

Mr. Hazevrine. $2 million, when you realize any sewage disposal 
plant probably costs $750,000 to $1 million, went just so far. 

Senator SparKMAN. Let me ask you something. The authorized 
amount is how much ? 

Mr. Hunter. $50 million. 

Mr. Hazewrine. $50 million. 

Senator SparkMAN. How much did the Budget Bureau recommend ? 

Mr. Hazevt1ne. They made no recommenda ation. 

Senator SpARKMAN. "They recommended none. That is the point. 

Senator Carenart. The Bureau of the Budget ? 

Senator Sparkman. Yes. They did not recommend any appropria- 
tion. I think we want to do something this year. If we get this 
set up somehow, my own feeling is that the HHF A, since it has been 
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designated as the administering agency, ought to be continued as the 
administering agency instead of setting up some kind of separate ma- 
chinery, as I understand Senator Long's s bill does. However, I believe 
that the Bureau of the Budget ought to recommend to the Congress 
the appropriation or, if it does not, I think Congress ought to appro- 
priate it anyhow. The program ought to be administered as C ONTess 
intended. 

Senator Lenman. Does the program in the pending bill include 
loans to municipalities ¢ 

Senator SparKMAN. Yes. Primarily it is intended for smaller mu- 
nicipalities. I think the administration sets it out that it is for many 
of the smaller municipalities that cannot go into the money market. 

Senator Payne. A community under 10,000 population. 

Senator SparKMan. It is limited to that 10,000. 

Senator Payne. Yes. 

Mr. Hunver. It is really a priority. There is no absolute limitation 
in the bill. 

Senator Payne. Yes, except it says, 

As used in this section, “smaller municipality” means an incorporated or unin- 
corporated town, or other political subdivision of a State, which has a population 
of less than 10,000 inhabitants at the time of the last Federal census. 

Mr. Hazevrine. I might state we have the machinery already under 
the $2 million appropriation. 

Senator SparKMAN. You need the fuel now. 

Mr. Hazerrine. It was so small we had to put restrictions on it, so 
that very few applicants were in any way eligible. But we have quite 
a few applications and I think it might be interesting to note that the 
population runs 625, 687, and 391 as the total population of the 
villages. 

Senator CarEnartr. How many applications would you say you have. 

Mr. Hazevrine. We have received 308 inquiries and we have proc- 
essed at the present time 7 applications. 

Senator Carenartr. Would it be possible to put into the record the 
names of those 308 ? 

Mr. Hazevttnr. Yes, sir. We would have those. 

Senator Carprnart. I would suggest, Mr. Chairman, they be put 
into the record. And you say you have applications from how many? 

Mr. Hazevtrxe. We have applications now from seven; full appli- 
cations. 

Senator Carpznarr. Will you put the names of those in too, and the 
amounts of the applications, and the purposes ? 

Mr. Hazevrtne. You see, we discouraged most of these 308. 

Senator Carrnarr. Let us have the names of the 308 and put them 
in the record, as well as the names of the 7, with the amount each is 
asking for and the purpose of their loans. 

Mr. Hazeurine. Yes, sir. We have that. 

Senator Sparkman. Without objection that will be included in the 
record. 
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(The information requested follows :) 


Applications received—Public fac 


Chidester, Ark 
Salem, Ark. - 

Grosse Tete, La 
Dearborn, Mo. 
Eagle Butte, 8. Dak 


Mission, 8. 
Mills, Wyo- 


Total. 
Average. ... 


7 communities. 


Community ! 


4 water; 2 sewer; 1 water and sewer. 


Location 





Region I: 
Connecticut 
Maine -. onedles 
Massachusetts 


New Hampshire 
New York 


Rhode Island 
Vermont___--- 
Region IT: 
Delaware 
District of Colum- 
bia. 
Maryland--....-...-.- 


New Jersey -- 


Pennsylvania. 


Virginia 


West Virginia. 


Region IIT: 
Alabama 


| Norristown 


Plymouth__. 
Patten __- 
Danvers... -- 
Foxboro... 
Kingston 


| Winthrop-_-- 


None__-- 
Buffalo 
Ellenville. .- 


| Oswego. --- 

| Syracuse - - -- 

| None , 
| Colchester _--- 


Fenwick Island 
Milton 
SHE nace 


Clinton. __ 
Earleigh Heights 
Perryville 


| Princess Anne_-_--- 


Salisbury - 
Bridgeton. 
Elizabeth - -- 
Englishtown __ 
Maplewood. 


| Borough of Ambridge 


Upper Saucon Townships 
Morrisville __-- 
Newry 


Philipsburg - - 


| Rural Valley. es 


St. Bonifacius. 
Slatington___._ 
Uniontown 
Arlington... 
Roanoke __ 
Berkeley County. 
Keyser. 


| New Martinsville_ 
| Parkersburg- 


Sistersville _. 


Clanton 


| Colbert Heights 


Courtland _ 
Enterprise 
Hackleburg-._ 
Kinston__- 
Maplesville.._-- 


| Morris_. 


Oneonta 
Phenix_. 
Steele. 


See footnotes at end of table. 


Population 


1955 


tlity loans program 


Type of 
project - 


Water 

do 

do 

do 
Water and 

sewer. 

Sewer 

i 


ao 


Inquiries—Public facility loans program 


Type of project 


Sewerage facilities. 
Water system 

Water filtration plant. 
Sewage plant. 

Water system. 
Incinerator. 


Water and sewer. 
Sewage system. 
Sewage and water. 
Water and sewerage. 


Water system. 


Waterworks system. 


dewerage system. 


Water system. 
Do. 
Not specified. 
Municipal park, sewer system. 
Not specified. 
Addition to county building. 
Storm sewer 
Sewer and water, 
Not specified. 
Water supply system. 
Sewer and water system. 
Firehouse 
Sewer facilities. 
Social center. 
Sewage. 
Community park. 
Water facilities. 
Sewer system. 
Library. 
Firehouse. 
50-bed private hospital. 
County jail. 
Municipal streets. 
Sewer system. 
Water and sewer. 
Sewage disposal system. 


Water and sewer system 
Water system. 

Sewage and disposal system. 
Community recreation program 
Water facilities. 

Waterworks system. 
Natural-gas system. 
Waterworks system. 

Street improvements. 
Waterworks system. 

Water system, 





Region 11I—Con. 


Florida- -. 


Georgia 


Kentuky 


Mississippi 


North Carolina 


South Carolina 


Tennessee . - 


Iilinois_._. 


See footnotes at end of table. 


Location 


Astatula___. — 
Grand Ridge-___--- ‘ 
Interlachen 
Jacksonville___ 
: “=o 
Largo. 
Venice __ 
Warrington. __ 
Winter Park__ 
Acworth... 


Belton_. 
Clermont 
Muscogee County 
St. Marys 
Warrenton 
Bedford 
Carrollton. 
Elkton_. 
Junction City. 
London. 
Radcliffe __ 
Trenton 

Upton 

None 

Calypso pal 
Four Oaks... 
Garland 

Grifton 
Jacksonville ‘ 
Lillington __- spoonmuue 
Mayodan -_- 
Maysville__- 
Parkton_- 

Pink Hill 
Princeville - - 
Richlands 
Rural Hall 
Southern Pines 
Blacksburg 
Columbia. 
Easley 

Lake City 
Mount Pleasant 
Ninety Six 
Pacolet 
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Inquiries—Public facility loans program—Continued 


Population 


EE ee | 


SI acts tet cececsnbinninesstteadeneie 
Turbeville___- 
Walhalla 
Williston 
Winnsboro... 
iii cantarneiittvine-xdeedeigeaiate 
Baileyton 

Clarksville 

Clinton 


Dowelltown & Liberty sp 


East Ridge-_-- 
Harriman 
Johnson City-..... 
Kingston 
Lafayette. 


Red Boiling Springs... .._-- 


Strawberry Plains 
Witt Tien 
East Moline 


Effingham 
Fox Lake_. 
Fieldon. _. 
Granite City___- 
La Salle___ 
Lockport 

Norwood Park 
Paxton Daiwa 
Pike and Brown Counties___- 
Rapids City 


UD twas ctmadukpacns 
Spring Valley - ----. 


255 | 
300 | 


t& 
= 
= 
“I 


118, 028 | 


~ oo 
oe 


on 
= 
S 


& 
& 


061 
246 | 
818 

527 | 
336 | 
919 | 
877 | 
, 500 | 
272 | 
056 | 
914 | 
316 
112 
857 
556 
455 
130 
185 
271 
104 
896 
267 
, 618 


ho ge 


bt et on > Bn 


pe » 8 


224 
16, 246 | 
3, 712 | 

314 
9, 645 
6, 389 
27, 864 | 
1, 627 | 
1, 195 | 
1,000 

400 
1,000 
13, 913 


6, 892 
2, 238 
250 

29, 465 


Type of project 





Water System. 
Waterworks system. 
Water system improvements. 


| Waterworks and sewage disposal 
| Medical-eenter building, 
| Municipal improvements. 


City auditorium. 
Water and sewer facilities. 
Sewage and water. 


| Relocation of municipal sewage dis- 


posal plant. 

Water facilities. 
Do. 

Sanitary sewers. 
Water and sewer. 
Additional sewer facilities. 
Water, sewer, and gas system. 
Sewage disposal facilities. 
Municipal water system, 


| Sewers. 


Water supply. 
Water system. 
Water treatment facilities. 
Water system. 


Do. 
Water and sewer. 
Not specified. 
Sewage disposal system, 


| Not specified. 


Water treatment plant. 
Water system. 
Do. 
Do. 
Do. 
Do. 
Sewage disposal. 
Water system, 
Not specified. 
Water system. 
Addition to hospital. 
Gas distribution. 
Public library. 
Water and sewer system. 
Water and sewer. 
Water system. 
Water supply system. 
Waterworks. 
Water system. 
Waterworks extension. 
Not specified. 
Water facilities, expanded. 
Creek-clearing, widening, and 
deepening. 
Waterworks system. 
Municipal library facilities. 
Courthouse. 
Water system. 
Sewer facilities. 
Sewage disposal system. 
Do. 
Sewage disposal plant. 
Not specified. 
Water system. 
Do. 
Do. ; 
Water filtration and sewage |dis- 
posal plant. 
Water supply. 
Sewage disposal system. 
Water facilities. 
Hospital facilities. 
Sewage disposal plant. 


| Sewer and water facilitiés. 


5 | Water system. 


~ 
Ps 
ahs 
mn 


Municipal hospital. 


| Water system improvements. 


Water supply and distribution 
system. 
Sewer system. 


Sewage disposal plant. 
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Inquiries—Public facility loans program—Continued 


Population 


Region I1I—Con. 


Dlinois—Con. 


Indiana 


lowa 


Michigan... -_--- 


| 
| 


Urbana 
Wayne City 
Ww ster. 


Fé Pi iccccees cence | 


| Georgetown 

Montgomery 

| Bettendorf 

Ce : 


....| Negaunee 


| Port Huron 


Ee eee 


| Traverse City 

| Wayne 

| Iron Mountain... ........-- 
)RMIIELUGSs ccceccchnestne 


Minnesota..........| Askov 


Nebraska 


North Dakota 


Ohio 


South Dakota 


Wisconsin... 


Region V 


....-| Genoa 


Valentine 
Halliday 
Lansford 


| 


| Roseoe S250 
Washingtonville 
| Waverly 
| Wellston 
Youngstown 

.| Akaska 
| Ardmore ' 
el) —— 
| Eagle Butte 
| Glenburn. __----- 
| Sttesten. 


_.| Blair 
| Jefferson... --- ‘ 


| Lorain County...__- 


Pittsville 
| Poynette 
; Saukville- 
| Siren--- ee eee. 
| Stevens Point 
Waunakee 


Bald Knob._..---- 
Bearden _ 


| Cave City 
Chidester 

| Fort Smith__ 
| Hot Springs 
Imboden _- 
Jacksonville 
Little Rock 
Mena. ----... 


Colorado Springs 
Dove Creek 
Fountain 





See footnotes at end of table. 














Type of project 


Storm sewer. 

Water and sewer system. 
Combination city building. 
Streetsand sewers. 
Water system. 
Waterworks system. 
Sewage disposal facilities. 
Waterworks system. 
Disposal plant. 

Water facilities. 

Water system. 
Municipal garage. 


| Water supply system. 
| Ferry service. 


Public freezing plant. 


| 2, 250-bed hospitals. 
| Sewage disposal plant. 


Do. 
Waterworks system. 
Municipal swimming pool. 
Park and recreational facilities. 
City auditorium. 
Water and sewer system. 
Water and sewer facilities. 


| Village hall. 
| Sanitation (sewage) facilities. 
| Sewage system. 


Sewer and water facilities. 
Water system. 


| “Sewer-facilities. 


Sewer system. 
Sewage facilities. 
Repair or rebuild courthouse. 


| Water system. 
Sewer facilities. 
| Sewage disposal plant. 


Water supply. 

Hospital construction. 

Not specified. 

Digging of a deep well. 

Well and pumping equipment. 
Sewer and water systems. 
Water and sewage system. 
Sewer system. 

Small community building. 
Community swimming pool. 
Treatment plant. 


| Sewage treatment facilities. 


Sewage facilities. 
Recreation facilities. 
Not specified. 


| Sewer system. 


Courthouse. 
Sewerage system. 


Water system. 


Water and sewer improvements. 
Waterworks system. 
Water and sewer systems. 


| Waterworks system. 
| Not specified. 
| Municipal auditorium. 


Church building. 


| Waterworks system. 


Hospital facilities. 

Not specified. 

Sanitary sewers and water system. 
Waterworks system. 

Extension of water main. 

Water and sewer facilities. 

Sewer service to new additions. 


| Extension of water mains. 
| Drainage facilities. 
| Not specified. 


Waterworks improvements. 


| Water and sewer. 
| Sewer systems. 


Sewer system. 
Water pipeline. 
Gas distribution system. 
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Inquiries—Pubdlic facility loans. program—Continued 








Location Population Type of project 



























e 
= ™ “ a“ eommetmnesit anes SSS Se i i 
Region V—Con ¥ 
. i 
Colorado—Con. Naturita.. .-- = siaiemiaiaensts 600 | Water system. g 
Nucla ee: 457 | Sewer and water facilities, . 

Pueblo 7 63,685 | Water system. 

Westcliffe : 390 | Public improvements. f 
Kansas wool Galesburg acl 189 | Water pipeline. 







Marion 2,050 | Water facilities. 
Radley “= geetends 250 | Do. 
Richmond ‘ he etiads 433 Do. 

Louisiana Alexandria aemmin 34,913 | Gravity sewer line. 
Centerville -- 537 | Water facilities. 


bres 1,651 | Not specificed. 
548 | Waterworks system. 


Colfax 
Grosse Tete 






ee ee 








Houma . pecans 11,505 | Sewerage improvements. 4 
Lake Charles ‘ 41, 272 | Sanitary improvements. 3 

Missouri , 7 Berkeley -- nent . 5, 268 | Highways. % 
Campbell. -_-- ee 1,931 | Water well. 















| Dearborn scien tenintlade 391 | Waterworks system. 
Garden City a id 5¢0 | Water system. 5 
| Grandview _--_- om . 1,556 | Sewer facilities. 3 
Hartville oie staan 526 | Water system. 3 
Unincorporated area adjacent |_..........- | Water facilities. 4 
to Independence. | 4 
Jamestown. - ing eked 245 Water system. = 
OE Se a 11,000 | Waterworks system. 
SO 2 on Ee wale | 518 | Water and sewer system. 4 
Seligman. -_-- ehaelineiciciel 500 | Waterworks system. . 


| Steelville 
St. Roberts 
Waynesville 


, 157 | Sewer system. 

Water and sewer system. 

,010 | Water and sewer system exten- 
sions. 





' 
' 

at pet pet 
So 








alate ral. 


































New Merieo.......:) Gaemitieal...1.2.~.....--...--..- 17, 975 Extensions and improvements to 4 
waterworks. - 
«1 oes 150 | Water supply system. ? 
Oklahoma. ....... i eae SR EO | 2,653 | Reservoir. a 
Cache ee OT SS 677 | Waterworks improvements 
ON RE eT ee 222 | Waterworks system. 
SN 2 iit bldltpeneanduaneni . 665 | Sewer system. 
TUNG... cieccediccee NT a oo oe Halehwacagnncassks | 2,241 | Small dam. 
Se See 1,800 | Sewer system. 
Austin RN | 132, 459 | Water resources development 
Beckville__...._- pinche | 550 | Sewer system. 
Beeville______- ella acc 9,348 | Sewage plant. 
Buda ROR in neal eae ¥ 438 | Water and sewer works. 
a 1,305 | Water supply. 
Ector. na wabhd 430 | Sewer system. 
Ellis and Dallas Counties. ---- _...--...| Water and housing project. 
ae 6,833 | Water supply. 
I 0 hae 743 | Sewer facilities and sewage disposal. 
RY Sr a a 500 | Water facilities. 
ee sania biate 22,483 | Not specified. 
| Plains Sa wuikien 11,000 | Sewer system. 
eke 52,093 | Water supply. 
San Antonio__..........- . 408, 442 | Sewage disposal plant. 
Seadrift ed ‘ite ize 567 | Water and sewer lines. 
aa meee 855 | Water supply. 
I a 719 | Water reservoir. 
Waxahachie aii _ 11, 204 | Dam to increase water supply. 
Weatherford ____ pe a 8,093 | Water supply. 


Weinert 
Ysleta 
| Wilson_. 


ian eghitied 288 | Waterline. 
ies scsawcee ‘ 4,762 | Waterworks improvements. 
ee ae 11,000 | Park and recreational facilities. 
Region VI } 



















ee ee ee Duncan.......- besten ati 941 | Sewer system. 
PE iatce he phone nnsctebacss 4,329 | Establishment of sanitation dis 
| trict. 
Patagonia___-.---. a ediecaiaal 800 | Water system. 
EE 2 Et. . asin damGiniewy 45,454 | Extension of sanitary sewers. 
Winslow ____-- a Seve 6,518 | Sewage disposal. 
California .......| El Centro ees ae weld | 12,590 | Uncompleted hospital. 
| I ii cacareacccancaess! 11,000 | Sewerage and water facilities. 
| Los Anzeles (suburb)._.....-.| 1,970,000 | Medical building. 
Ng 55-3 ct heeteke Arco ran aes 961 | Complete sewer system. 
Bonners Fary................ 1,776 | Dikes to be raised around drainage 
| | district No. 7. 
etecacnsd | 11,000 | Water facilities. 
Notus....... ti anaes bcseue | 313 | Water supply system. 
I otek noc anspcbesadecn ! 33 | Do. 


See footnotes at end of table. 
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Inquiries—Public facility loans program—Continued 


Location Population l'ype of project 


Regi yn VI—C on. ; 
Montana -- . Billings - -- ; 31, 83 Municipal buildings and other 
i public works 
Silver Bow county. 2 | Storm and sanitary sewers. 
Darby 5 | Sewerage disposal plant. 
Charlo_. 3 Sanitary sewer 
Dillon 3,2 Lateral sewers 
Hobson - -- 7 Sanitary sé r system. 
Jordan 
Kalispell 9, 73 i ‘ 
Miles City 9, 243 rious public works. 
Opheim... 383 | Water and sewage. 
Nevada Ey 3, 55 Sewer system. 
Hawthorne , 86 Water supply. 
Oregon. ._---- Baker | 9, Not specified, 
Jackson ville ___ , 193 | Sewage system. 
Sodaville_____- § City water system 
Newberg-..--- : | 3,946 | Water treatmeni: facilities. 
Oceanlake _- Z | 7 Not specified 
Moab. 4 Water facilities. 
Monticello __ cs , 172 | Water and sewage system. 
Washington___- Bothell ; Sewer facilities. 
Elberton ; 5 | Water supply system. 
Everett. _. 33, Water development and storage 
| facilities. 
Bas wesen5« , 459 | Not specified. 
Spanaway __.-. : $3 5 Water system. 
Wyoming.....-- Baggs. - . 206: | Sewer system. 
Cheyenne -- 31,935 | Sewer trunkline. 
a kad es 3, 872 | Development of 240 acres of land 
| west of Cody. 
Encampment. -_-_- i | ’ 288 Sewage and water systems. 
| Fort Laramie -- - ¥ Sewerage and water system. 
Frannie. ; Sewage facilities. 
} Mills___. . | SO Sewer system. 
Alaska..............| Anchorage. -....- Water system. 


1 Population under 1,000. 

*Estimated. 

Senator SparkMaN,. By the way, did the Bureau of the Budget this 
year make a recommendation? This does not expire, does it? 

Mr. Hazetrtne. No, sir. 

Senator Sparkman. It is continuing? 

Mr. Haze.ttne. There was no recommendation from the agency on 
this particular program. 

Mr. Hunvrer. Of course the statement I just read is cleared with 
the Bureau of the Budget. 

Senator SpaRKMAN. What was that? 

Mr. Hunter. The statement I just read, commenting on the bill 
under consideration, S. 1524, was approv ed by the Bureau of the 
Budget. 

Senator SparKMAN. I realize that, but I am thinking about the pro- 
gram which is already written into the law. You know as a practical 
matter unless we get cooperation from the Bureau of the Budget a 
program such as that is ineffective. I wanted to find out if the Bureau 
of the Budget has requested an appropriation this year to carry out 
this program. 

Mr. Hunter. No, sir. No request has been made. 

Senator SparKMAN. I suppose you are not*in a position to tell me 

whether or not you recommended to the Bureau of the Budget such a 
proposal ¢ 

Mr. Hunter. I personally, Mr. Chairman, am not in a position. 

Senator Sparkman. I think perhaps that was an improper question 
anyhow, because the Bureau of the Budget is the one who makes the 
recommendation to the Congress. 
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Senator Leuman. Did I understand you to say S. 1524 has the ap- 
proval of the budget ¢ : 

Mr. Hunter. No. The statement I read with respect to S. 1524 
has the approval of the budget. 

Senator SparkMAN. Now you want to take up smoke elimination? 

Mr. Hunter. Yes, sir, if you so desire. 


Air pollution 
SMOKE ELIMINATION AND AIR-POLLUTION PREVENTION 


Another bill being considered by your committee is S. 1565, which 
would provide Federal aid for the prevention and elimination of ex- 
cessive smoke and air pollution in cities and urban areas. 

The bill would approach the problem in two ways. First, it would 
authorize the Secretary of Health, Education, and Welfare to con- 
duct research on the causes and the prevention and elimination of ex- 
cessive smoke and air pollution. The loan program would be ad- 
ministered by the Housing Administrator. 

Under the program, loans up to $50 million in amount could be out- 
standing at any one time to aid in financing the purchase, installation, 
construction, or remodeling of smoke elimination or air-pollution pre- 
vention devices, structures, machinery or equipment. The interest 
rate on the loans would be at'least 1 percent plus the cost of long-term 
money to the Treasury. The loans could be made directly to business 
enterprises or in cooperation with lending institutions through par- 
ticipation agreements. No assistance would be provided under 
the program unless the assistance applied for was not otherwise avail- 
able on reasonable terms. 

There can be no doubt that excessive smoke and air pollution have 
become a major problem in many urban areas—particularly in indus- 
trial cities. Excessive smoke and air pollution are substantial con- 
tributing factors to the deterioration of homes in these areas. 

I am therefore very much in sympathy with any efforts to prevent 
or eliminate these conditions, although it seems to me that much of 
the initiative for attacking this problem should originate in the com- 
munities and industry itself, rather than in the Federal Government. 
Many cities, as you know, have made substantial progress in coping 
with this problem. 

I have been advised that the Department of Health, Education, and 
Welfare is presently carrying on research in this field, and that this 
activity will be substantially enlarged under the 1956 budget. This 
raises some doubt as to the need for the provisions in the bill author- 
izing research by that Department. However, the Secretary of Health, 
Education, and Welfare would, of course, be able to give you more 
definite information with respect to the research program they are 
undertaking. 

Before recommending that the Federal Government embark on a 
program of loans to business enterprises for the purchase or installa- 
tion of equipment which would prevent or eliminate smoke and air 
pollution, I would like to have more definite information than is now 
available to the Housimg Agency, as to whether-there.is a real need 
for such a Federal program. It seems to me that the expenditures by 
industrial enterprises for such equipment would be a proper part of 
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the cost of any items which are manufactured or produced and should 
be borne by industry, just as they bear the other costs of production. 
If this is true, credit should be available from private sources for such 
equipment and installations. 

Further, some of the problem at least can be controlled by proper 
regulation by local governments. 

In the event your committee should decide to report this bill favor- 
ably, I would appreciate the opportunity to submit, at a later date, 
technical or other amendments to the bill. 

Senator SparKMAN. Senator Capehart. 

Senator Carrnart. I have no questions, excepting that I would 
suggest we have Mrs. Hobby testify as to what-she is doing in respect 
to this matter. Is Mrs. Hobby coming up to testify on this bill? 

Mr. Yrnetine. We have not scheduled anybody from that Depart- 
ment. 

Senator Carenart. I would suggest inasmuch as she says she is 
doing something about it that she come up and tell us what she is 
doing. You understand this bill has a lot more to it than what you 
cover here. Primarily the bill is no good, of course, unless the cities— 
and it so states—adopt a plan to eliminate smoke. Then if they do 
adopt a plan to eliminate smoke, you move in and cooperate with 
them. Otherwise you do not move in at all. 

If they do move in and pass city ordinances requiring that manu- 
facturers, processors, and so forth, eliminate smoke, and require them 
to do it by law as they did in St. Louis, then you might well find some 
little manufacturers or processors who would simply not have the 
money or the credit to make the proper installations. That is when 
this bill would come into effect. It would work under those circum- 
stances. 

I have no other questions. 

Senator SparKMAN. Senator Payne. Any questions of Mr. Slusser, 
who is still here, or Mr. Mason, or Mr. Follin’s representative ? They 
represent the heads of all the various agencies. Do you have any 
questions of any one of them before we conclude this part of the 
hearings ¢ 
Housing for elderly and single persons 

Senator Payne. The only thing I have, Mr. Chairman, is I was 
interested in having somebody give us a little more of their opinion 
with reference to this housing for elderly persons of low income. 
Whether or not there is time this morning to get into it at any length 
I would not know, but it seems to me that particularly the legislation 
the chairman has introduced relating to this subject is important 
legislation because it is an important subject. 

‘T have had a chance to observe it over several years and I think it 
is a very important subject to consider. 

Mr. Hunter. Senator, Commissioner Slusser of Public Housing 
Administration is here if you wish him to comment on that. 

Senator Payne. The only question I raise is, if there is sufficient 
time this morning to be able to get into it. 

Senator SparKMAN. I will say:this, since Senator Payne made that 
statement, I know he has been interested in this subject and I do think 
it is an important field. 
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I make this comment to Mr. Slusser and then invite any comment 
he may wish to make. 

I do think it is a field we ought to be greatly interested in. I first 
became impressed with it, I think it was in England in 1949, on seeing 
some of the special housing they were building for their elderly people. 
It was specially constructed housing so as to ‘make it easy for them to 
eet around, with no stairs to climb, and things of that kind. Then 
later on, I was in Holland in the same year, and by the way it was a 
subcommittee of this committee which went over in regard to housing. 
We studied housing there. I saw the housing there that was built 
and made available for the old people, retired from work. 

I have never felt we have done very much in this country about that. 
Of course, we have public housing, but we make no particular plans 
for that as a part of it, as I understand it. It seems to me we would 
work out a real program on that. Would you care to comment, Mr. 
Slusser ¢ 

Mr. Stusser. Mr. Chairman and Senators. There are some cities 
that are making special plans for it. At the present moment, San 
Francisco has asked for approval of special plans in which they plan 
to build a certain number of buildings within one program, where 
they will put in all of the special amenities for the elderly people, such 
as wider doors on the lower floor, where those who are handicapped 

can roll their chairs in and out. 

\lso such things as special handrails around the bathtub and nonslip 
floors. In some sections there have been buildings erected with that 
in mind. I have been to some that had entirely no steps but, rather, 
a ramp approach. They were three stories row houses with a ramp 
approach and other special amenities for older folks. There are a 
number of cities that have made special efforts in that direction. 

Senator SparKMAN. They are encouraged ? 

Mr. Suusser. Yes. I know from talking to some of the State di- 
rectors, that they have gone quite a ways in developing life on lower 
levels for people who cannot get outside, and things like that. 

Senator Carruart. I presume we have always handled that sort of 
thing in the past, I have always thought, maybe not as well as we 
should, through the counties and the townships. Is that true in 
Alabama ? 

Senator SparKMAN. No; ours is ordinarily handled by cities. 

Senator Carenart. In Indiana we handle it by counties. How is 

handled in Maine, Governor? 

Senator Payne. They are handled by the towns. 

Senator Sparkman. You mean the care of elderly people? 

Senator Capenarr. Yes. 

Senator SparKMAN, Yes. We ordinarily handle that by counties. 

Senator Carrnart. What we call the county farm, or county home. 

Senator Sparkman. We have done away with that. 

Mr. Siussrr. What you have reference to here I think is the elderly 
citizens, as we refer to them now, who have pension income and desire 
to live separately but do not have the means. 

Senator Payne. You have a great many who receive old-age assist- 
ance and may come under the category of such assistance as old-age 
and survivors insur ance, whose income is absolutely insufficient for 
them to be able to enjoy any decent standard under normal cireum- 
stances of living. And I say that sincerely. 
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Let us take the maximum of $50 to $55 a month. Where do you 
find the people receiving that ? You find them thrown up into a third 
or fourth story, in a little room, where the person who operates the 
place takes practically the entire amount they are given. They have 
virtually no modern conveniences and have diffic ulty in getting to and 
from the building. It is just an unsatisfactory condition. 

It is that type of person, I think, for whom there is a very, very real 
need in this country to provide for, and that is the type of person 
Senator Sparkman covers under the provisions of his bill. 

Senator Cargenart. Is there anything in the bill that might set up 
an organization, or require that the Federal Government cooperate 
and work with the counties in planning houses that they might build 
themselves; and educating the counties on the need for handling 
these people in a certain way? Is there anything like that? 

Senator Payne. If I may say so, you have your Conference on the 
Aged that has undertaken some study in this direction to see how 
they can build a pattern under which these people can be handled. I 
do not know what the final results are from that conference and what 
it has come up with, but certainly it is one of the most important 
things, in my opinion. These problems that confront these elderly 
people are important I know, because I have had the opportunity to 
observe them both at the city level, serving as mayor, and I have had 
a chance to observe it at the State level serving as governor. I have 
continued to observe it, and realize how great a problem it is. I just 
do not think we are going at it strongly enough yet to be able to take 

care of this situation. 

I think there are many features of Senator Sparkman’s bill that do 
go to the root of the thing. 

Senator SparKMAN. The time is arriving when we will have to stop, 
but there are a couple of questions I should like to pose before we 
leave. It may be well to ask that the answers be given to us in writing. 


Military housing 


Mr. Mason, I would like to ask you a couple of questions. One 
relates to this military housing program. I think you, of course, 
were here when we had the discussion with Mr. Cole. 

Mr. Mason. Yes, sir. 

Senator SparKMAN. Naturally you were here, because you were at 
the table with Mr. Cole. I think it was a very helpful and interesting 
discussion, but I think it would be quite helpful to this committee if 
you could start off with the premise which I believe the committee 
would agree on, that is, that we do need a better military housing pro- 
gram than we now have, and give us your idea as to how FHA would 
fit into a program that we might devise. 

Mr. Mason. You would like me to do this in writing for the record 
later ? 

Senator SparKMAN. Yes; if you will. 

Mr. Mason. I agree with you, Mr. Chairman, on this matter of the 
need, because I served for a great many years on a draft board dnd 
I put a lot of people into the service and know the problems they had 
with their families while they were in the service. I will be very happy 
to do it. 
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Senator Sparkman. I think it would be well to have a statement, if 
you will, and also if you will let the members of your staff work with 
the members of our staff in trying to devise this, that would be helpful. 

Mr. Mason. We will be very happy to do that also. 

Senator CarrHarr. For example, the minimum and maximum au- 
thority that you think you ought to have if we are going to make you 


the insuring agent rather than the military the insuring agency. 

Mr. Mason. Yes, sir. 

Senator Caprnarr. As I gathered from Mr. Cole, the chief objec- 
tion he has to the bill is that you do not have as much authority as you 
think you ought to have commensurate with the responsibility. 

Mr. Mason. Mr. Cole and I think we either ought to be in or out. 
Yes, sir. 

Senator Carenarr. If you could, tell us the minimum and maxi- 
mum authority you think you need properly to handle this. 

Mr. Mason. We are sure that much of the redtape can be elimi- 
nated, as much of this redtape results from arriving at rental figures, 
and that sort of problem, which would not exist under this new pro- 
posed legislation. 

(The information requested follows :) 


FEDERAL HousiInGc ADMINISTRATION 
May 18, 1955. 
Hon. JOHN SPARKMAN, 
Chairman, Subcommittee on Housing, 
Senate Committee on Banking and Currency, 
Room 303, Senate Office Building, Washington, D. C. 

My Dear SENATOR SPARKMAN: In reply to your recent inquiry concerning the 
Federal Housing Administration’s role in any military housing legislation, we 
advise as follows: 

1. In case FHA insurance features are not to be included in the new military 
housing bill, the bill should provide adequate protection to existing military 
housing insured under title VIII, section 803 of the National Housing Act, as 
amended. It should also provide for consultation with FHA to utilize our market 
analyses in order to determine the effect, if any, additional Military housing 
would have on the housing market in the immediate area. 

2. In the event FHA insurance is to be utilized, we suggest the bill, in order 
to protect the contingent liability of the FHA and the Government, provide the 
following: 

(a) That any proposed projects be subject to the established FHA underwriting 
procedures. 

(b) That the proposed site, plans and specifications be subject to prior wala 
review and approval. 

(c) That all construction be inspected by FHA before insurance. 

(ad) That provision be made for the payment of fees, in addition to the mortgage 
insurance, to cover the cost of processing and inspection. 

(e) That the contractor and mortgagor be subject to prior FHA approval, and 
that only contractors approved by FHA be permitted to bid. 

(f) That control of mortgagor corporation either be under FHA or the 
military, but not under both agencies. 

(g) That a determination be made as to whether or not the projects are to be 
subject to local and State real estate taxes. 

(h) That a determination be made as to whether or not the projects are to 
be subject to prevailing wages under the Housing Act, or other laws relative 
thereto. 

As you requested, members of our staff are working with the committee staff 
in devising a military housing bill. 

Sincerely, 


NorMAN P. Mason, Commissioner. 
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MORTGAGE INSURANCE AUTHORIZATION 


Senator SparKMAN. Another thing, Mr. Mason, going back to this 
additional FHA authorization of $4 billion that was presented yes- 
terday. I do not believe we asked any question on it at the time. 
Do you think that is sufficient ? 

Mr. Mason. I have been asked this question by industry as well 
as by you, sir. We feel it is sufficient. We felt we should not ask 
for more than we felt we were going to need just to have a big cushion 
and to be safe. There is not much cushion in this figure but we be- 
lieve, based on our past experience, and based on what we see ahead— 
our estimates if you will—that this is just about the amount that. 
will be required additionally beyond the amounts that would be 
available by reason of payments. We would be very happy to have 
a cushion introduced by your committee. 

Senator SpaRKMAN,. This would carry you how far? 

Mr. Mason. This will carry us for the fiscal year. 

Senator SparkMAN. To June 30 of next year? 

Mr. Mason. Yes, sir. 

Senator SparKMAN. How closely are you figuring ¢ 

Mr. Mason. Right close. 

Senator SparKMAN. Of course, I suppose there is one saving feature. 
That is that Congres comes back in session on January 3, so if you 
find you have figured it too closely we would have another chance 
at it. 

Mr. Mason. The trouble, of course, if we should get into trouble, 
would not occur until next spring. 

Senator SparKMAN. That is a T say. 

Mr. Mason. And Congress would be in session just as we came this 
year to you and asked to have this increased. 

Senator SparKMAN. All right, sir. Now, Mr. Slusser, I would like 
to ask you one question. In fact there are a good many questions I 
would like to ask you along this line, but our time is running short. 

Mr. Mason. Mr. Chairman, might I be excused ? 

Senator SpAaRKMAN. Yes, indeed. 

Mr. Mason. I have a little talk to make this morning. 

Senator Sparkman. Yes, sir, Mr. Mason. Thank you very much. 
Also any of the rest of you, as far as I am concerned, can leave. I 
am only going to propound one question. 

Senator CapenarT. Istherea Mr. Ponder intheroom? Mr. Chair- 
man, might I interject this? 

Senator SparKMAN. Yes. 


Military housing 


Senator Capenart. I would like to ask unanimous consent to place 
in the record at this point a letter written by Mr. Ponder, president of 
the Wherry Housing Association on April 21, 1955, which was sent 
out to all of the members of that association. I would like to make 
the statement that all of the fears that he points out in this letter are 
groundless. The things he fears, I want to point out, will never 
happen. We are going to see that they do not happen, not only in 
writing this vital legislation, but likewise in the report and in the 
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rules and regulations that will be put into effect by those who will be 
operating this military housing program. 

In other words, | want to assure him we are just as interested in 
eliminating the things he discusses in this letter as he himself is, so 
that it will relieve him of the necessity of from now on getting out 
these letters, because they are rather expensive. 

The substance of this letter is that the new military housing bill 
will bankrupt all of the Wherry projects. He says, “This business 
affects your pocketbook—act at once!” I want to assure him we are 
not going to permit it to affect a single Wherry project, let alone all 
of them. It was not intended to and he need not have any fears at 
all. 

Senator SparkMAN. Without objection it will be placed in the 
record. 

(The letter from Mr. Ponder follows :) 


WHERRY HovusING ASSOCIATION 


An association of Wherry project owners and operators in the United States, 
its Territories and possessions 


WASHINGTON, D. C., April 21, 1955. 
URGENT ATTENTION—DANGEROUS LEGISLATION 


Dear Member: A few weeks ago you received a special letter on the subject 
of Senator Capehart’s 8. 1501 which would build, without any restriction as to 
existing housing, a whole lot of housing for the military. A copy of the bill is 
enclosed. Under this bill they could build a project next door to your Wherry 
and the new project would, of course, have public quarters priority over yours, 


rHIS BILL CAN PROVIDE COMPETITIVE HOUSING TO BANKRUPT YOUR WHERRY 


It is important to your own investment and your equity to read this bill 
immediately. Having read it we think you will find: (1) that it gives to the 
defense establishment complete discretion as to need and without any restric- 
tions on the quantities of housing to be built at any given location; (2) that 
the FHA has been made a rubber stamp and required to endorse the mortgage 
without any underwriting or other kind of discretion or authority; (3) that 
the $13,500 limitation per family unit is based on an average unit cost without 
any maximum on any single unit or any group of units; (4) there is no pro- 
vision whatsoever to protect the occupancy of your Wherry and, incidentally, 
no provision to protect title IX or other community housing built primarily 
for defense use. 

It is urgent that to protect your own property and your rights you wire or air- 
mail both of your Senators and your Congressmen expressing your definite 
and emphatic opposition and urging that they oppose this measure as being 
inimical to the interest of the economy of our country. It is a threat to the 
solvency of billions of dollars of FHA insured housing operations. 

This business affects your pocket book—act at once! 

Yours truly, 
Dan R. Ponper, President. 


P. S. In wires or letters to Congressmen please refer to H. R. 5327, a companion 
bill. 
Public housing 


Senator Sparkman. Now, Mr. Slusser, the number of public-housing 
units you are seeking in this bill would be 35,000 for each of the next 
2 years, plus the carryover from this year. Is that not correct? 

Mr. Suusser. That is correct. 
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Senator SparKMAN. How do you think that figure compares with 
the need, or with the demands, of the towns and cities? Will it be 
sufficient, and particularly will it be sufficient if we get into a real 
slum-clearance program ¢ 

Mr. Stusser. That will have to be determined when you get into 
the slum-clearance program. Frankly, Senator, my interest now is 
to get our program stabilized. I think the demand for units will 
level of at the place we should come to when the impact of the urban- 
renewal program gets moving. 

Senator SparKMAN. You think this is a sufficient number until the 
slack is taken up on that program, and then we will have to reevaluate 
it. Is that right? 

Mr. Stusser. That is correct. 

Senator SpaRKMAN. Fine. Are there any further questions? 

Mr. Hunter. Mr. Chairman. 

Senator SpARKMAN. Yes, Mr. Hunter. 

College housing 

Mr. Hunrer. You requested Agency comment on S. 1766, which 
would provide loans to junior colleges or any other educational housing 
corporation. That can be placed in the record. 

Senator SparKMAN. Without objection, that will be placed in the 
record. It is brief. 

(The document referred to follows :) 


The second bill relating to our college housing program (S. 1766) would pro- 
vide for housing loans to junior colleges or any “educational housing corpo- 
ration.” 

Junior colleges of the type described in the bill, that is, educational institu- 
tions offering at least a 2-year program acceptable for full credit toward a 
baccalaureate degree, are already eligible as institutions of higher learning 
under the current program. A number of loans have been made to institutions 
of this character. 

In a few cases educational institutions which have not been authorized by 
State law to borrow funds operate dormitories, or issue bonds, have suggested 
that college housing loans should be made to educational housing corporations 
who would provide and operate the housing for the institutions. It does not 
appear that the Federal Government should make loans for housing to State- 
sponsored junior colleges, or to nonprofit corporations representing them, unless 
the State has determined that it wishes the junior colleges to operate residential 
facilities and has authorized such operation and the borrowing of funds to finance 
such facilities. We feel that the problems sought to be covered by this bill are 
problems for consideration by the State legislatures rather than the Federal 
Government. 


Senator SparKMAN. If there is nothing else, the committee will 
stand in recess until 10 a. m. tomorrow morning, when we will meet 


3 
here. 


(Whereupon, at 12:10 p. m., the subcommittee recessed until 10 
a.m. the following day, Thursday, May 12, 1955. 
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THURSDAY, MAY 12, 1955 


Untrep Srartes Senate, 
CoMMITTEE ON BANKING AND CURRENCY, 
SUBCOMMITTEE ON Hovusrna, 
Washington, D. C. 

The subcommittee met, pursant to recess, in room 301, Senate Office 
Building, at 10:10 a. m., Senator Herbert H. Lehman presiding. 

Present: Senators Sparkman, Lehman, Capehart, Bush, and Payne. 

Senator Lenman. Senator Sparkman was detained getting here at 
this time, and he has asked me to commence the hearing. 

We are very fortunate in having as our first witness Senator Long, 
of Louisiana, who will testify on the bill which he and others have 
introduced, S. 1524. 

Senator Long, you may proceed in any manner that seems desirable 
to you. 


Public works 


STATEMENT OF RUSSELL B. LONG, A UNITED STATES 
SENATOR FROM THE STATE OF LOUISIANA 


Senator Lone. Gentlemen, about 2 years ago there were a group 
of about 40 mayors from the State of Louisiana, representing small 
cities, who came to me and urged that something should be done to 
make financing more readily available to provide sanitary facilities 
for these smaller municipalities in the State. In making a survey 
across the State of Louisiana, we found several hundreds of cases 
where there were no sewerage facilities and many cases where there 
were no water distribution facilities. 

Having made some survey of it, we proposed a bill last year that 
would have permitted the Federal Government to guarantee bond 
issues, and no action was taken at that time. 

This year, together with 23 other sponsors, to which list Senator 
Malone wants to be added as the 24th, we proposed S. 1524 to set up 
a corporation which would make direct loans to these smaller com- 
munities, placing a priority on sanitation facilities and water dis- 
tribution facilities insofar as loans are concerned. 

To carry out this program, the corporation would be known as the 
Public Facilities Credit Corporation. This Corporation would be 
headed by the Housing and Home Finance Administrator, but the 
bill provides for a full-time Deputy Administrator who would de- 
vote himself exclusively to the implementation of this program. 

It is anticipated that the field staff presently in existence under the 
Housing and Home Finance Administrator would be available as 
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necessary to assist in the administration of the act. Such additional 
personnel as may be necessary would, of course, be employed. 

This Corporation would provide a market for the securities of 
munic ipalities which are being issued for the purposes specified in 
the bill. These purposes and the general authority under the bill 
are very broad, and I believe that this type of authority will prove 
especially useful in the event of economic emergencies with which 
this country may be faced. 

The limited funds which are proposed for authorization at the 
present time would be used for smaller municipalities and for the 
priority purposes pointed out under section 52 (c) of the bill. 

I do not believe that this program would cost the cede more 
than a nominal amount of money. 

There is a 21-year record of accomplishments by a program which 
mare similar procedures as those herein proposed. This was handled 
by the Public Agency Division of the RFC. The operation of this 
program is summarized in an article by John B. Dawson which ap- 
peared in the Daily Bond Buyer on May 26, 1953 and published in 
the hearings of this committee on Government lending agencies which 
were held in late May 1953. On page 84 of these hearings it is pointed 
out that the RFC bought 6,200 public agency bond issues aggregating 
more than $1.5 billion. Although it is not feasible to bre: ak down into 
any detail the final accounting of these transactions, they resulted 
in a profit to the Federal Government. 

Nevertheless, I do not suggest that the program which I proposed 
in S. 1524 would result in an actual net profit to the Federal Govern- 
ment. The issues to be handled under the proposed priorities would 
be small issues. It is my purpose that many very small communities 
which are already substantially indebted should be assisted. It is our 
feeling that in the main the benefit would be to the improved sanita- 
tion and i improved services that smaller communities would be able to 
provide their citizens rather than the actual goal of trying to provide 
a profit for the Government under the program, and if some small loss 
would occasion, I would feel that the overall benefit in the develop- 
ment of the Nation in the improvement of sanitary facilities would 
justify the small cost to the Government. 

It is safe to say, however, that the lower rate of interest at which 
the Federal Treasury would be able to borrow the Federal moneys to 
be used in the program would provide some operating revenue which 
could be used both to defray the cost of administration and to cover 
any losses which might occur. 

I can only speak w vith firsthand knowledge of conditions within my 
own State. In Louisiana there are far too many small towns and 
cities which badly need waterworks and sanitary facilities. I am well 
aware that this program would not provide these facilities directly. 
It would, however, make it easier for them to be made available, and it 
is a very minimum of assistance which the Federal Government could 
provide. 

Insofar as IT am personally concerned, I would be more than willing 
to agree that some measure of direct Federal assistance should be pro- 
vided, but I do not believe that such a proposal would be approved by 
the present Congress. Accordingly, we who sponsor this measure are 
only asking for this limited program at the present time. It may well 
be that in the industrial East little use would be made of the program, 
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but in the South and the West financing is not so readily available at 
reasonable rates. The representatives of the industrial East can, of 
course, support this measure without any feeling that the people in 
their section would be taxed for the proposed benefits that they would 
not anticipate, because there is no direct financial contribution from 
Federal funds. 

This is a humanitarian piece of legislation which has very impor- 
tant potential usefulness in future periods where it would be highly 
desirable to institute a public-works program on a substantial scale for 
the purpose of bolstering purchasing power and providing employ- 
ment. 

As you will hear later from representatives here of the American 
Municipal Association, this legislation has the support of that organ- 
ization. 

[ certainly assure you from my correspondence with the mayors in 
Louisiana that it has their most sincere backing. I might submit for 
the record, Mr. Chairman, letters I have received from mayors of 
various small cities in Louisiana explaining their understanding of 
this proposal and their need of it and their feeling that it would sub- 
stantially aid in solving the problems of smaller communities through- 
out this Nation in providing sanitary facilities. 

Senator Lenman. Senator, I am not familiar with all of the details 
of this bill. Is there any limitation with regard to the character 
of the projects to be undertaken? You spoke about sanitary projects. 
Is there any interpretation written into the bill ? 

Mr. McKenna. No, there is not, Senator, in the bill itself. Any 
project which could be authorized under the State law of the par- 
ticular State involved would be eligible under this bill for financial 
assistance from the Government in the form of either making a loan 
or purchasing the security of the locality. 

Senator LenmaN. Is it your idea that that would include con- 
struction of streets, of roads within a municipality ¢ 

Senator Lone. As a practical matter, it would not, Mr. Chairman, 
because it places priorities on providing sanitary facilities and 
mentions 

Senator Lenman. Is the priority recited in this bill? 

Senator Lone. Yes, I am quoting section 52 (c) on page 4, Mr. 
Chairman: 

In processing of applications for financial assistance under this section, the 
Administrator shall give priority to the applicants of smaller municipalities for 
assistance in the construction of basic public works, including works for the 
storage, treatment, purification or distribution of water, sewerage, sewage treat- 
ment, and sewer facilities and gas distribution systems for which there is an 
urgent and vital public need. 

So the priorities provided would for the most part gauarantee that 
these would be sanitary facilities and essential public works, with the 
understanding that gas distribution could be considered. 

Senator Lerman. There was some discussion about this bill yester- 
day at the hearing when S. 1800, which represents the Administration 
point of view of financing generally, was before us. Is it not a 
fact that the HHFA now has authority to make loans to communities 
for construction of public facilities such as the ones that you outline? 
The trouble is that they have never asked for or never obtained any 
appropriation ? 
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Senator Lone. They have some authority, Mr. Chairman, but the 
way it is set up nothing whatever has been done that I know of. Per- 
haps a little bit has been. The authority has been almost dormant. 
I believe Congress provided perhaps as much as $2 million last year 
for this particular type of program. With the small amount of 
financing available, very little has been done, and, although they have 
the authority, the responsibility is not so placed as to demand that 
any real action would occur. 

For example, this bill would provide a separate corporation that 
would have a function of looking into the needs of these small cities 
in providing assistance in terms of purchasing stock when it is needed. 
Now, on the other hand, this would provide a full-time deputy who 
would have that responsibility. The responsibilities of the Housing 
and Home Finance Administrator are so broad that there is no real 
zeal or no real interest in the program. He has so many other things 
to consider and care for that this matter he simply never has time 
to particularly devote his attention to. I would assume that he 
probably has more responsibilities and more interest in a single large 
city or any one of many large cities than he does in pursuing this 
program. 

I have had no chance to review his testimony here, but I believe 
you will find that very few, if any, loans have been made under this 
type of authority in the Housing and Home Finance Administration. 

Now, my theory has been that we should pursue somewhat the ap- 
proach that we took when we developed the St. Lawrence seaway. 
We said we wanted the job done. So what did we do? We set up a 
corporation. We gave the corporation $100 million, and we said, 
“Go out here and develop the St. Lawrence seaway.” 

Well, you have cities in this Nation that are more than a hundred 
years old that still do not have any sewage collection or even water 
distribution for that matter, and it seems to me that, looking at the 
sanitation needs of our Nation and the health needs of our Nation, 
we ought to set up a corporation and give it the funds to do business 
and instruct it to go ahead and provide sanitary facilities where no 
sanitary facilities exist. If the Federal Government should lose a 
small amount by doing it, it would still be worth the cost. 

Senator Carenartr. Mr. Chairman, might I ask a question ? 

Senator Lenman. Yes. 

Senator CapreHart. Why is it not possible for the State of Louisiana 
to guarantee these bonds rather than the Federal Government ? 

Senator Lone. I can only speak from experience. The Federal 
Government has undertaken to handle 6,200 of them in time gone by 
under the previous RFC program, Senator Capehart. 

Senator Carruartr. That was during the depression ; was it not? 

Senator Lone. And subsequently. 

Senator Carenartr. Well, the only ones that they have handled sub- 
sequently have been those that had to do with defense projects where 
the Government would move in a lot of people and they had to do it 
in a hurry, and where they relocated towns, as they did in South Caro- 
lina. That has been what has happened in the past. 

My point is why does not the State of Louisiana guarantee these 
bonds—and the State of Indiana? 

Senator Lone. Well, presumably, the State of Louisiana could do 
something about it, but this is a need that is broad throughout the 
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Nation. The Federal Government has undertaken to pay attention to 
this responsibility and this interest before. 

Senator CareHart. My point is—— 

Senator Lone. Asa matter of fact 

Senator Carenart. It is my position that the Federal Government 
should only enter itno these things when it is interstate—that is, when 
two or more States are involved in the same problem. Here this is 
strictly a hundred thousand percent within the State. The great State 
of Louisiana, of course, is a very wealthy State, and they could easily 
cuarantee these bonds. 

- I have no particular objection to the bill, excepting is this not a 
hundred percent case where we ought to maintain States rights. 

Senator Lone. I would not think so. 

Senator Carenart. The States ought to accept their own responsi- 
bility? 

Senator Lone. Well, some States 

Senator Carenart. In other words, if the States cannot accept their 
own responsibility in this instance, what responsibilities do they have ? 

Senator Lone. Some States have made an effort along this line, 
Senator Capehart. The State of Oregon has made some effort along 
that line. I believe that Minnesota has. In Oregon the municipal- 
ities in that area still think it would be a good idea for the Federal 
Government to lend a hand. 

Senator Capruart. I only bring it up because I know it will be 
brought up before we get through with this legislation. You appre- 
ciate that. We have got some points on it. That will be the argu- 
ment against it. 

Senator Lone. Of course, Senator Capehart, you do find this: You 
find there are some States which are low in per capita income. I am 
very pleased to say that the State of Louisiana has made tremendous 
progress in that direction. There was a time when we only had about 
50 percent of the national per capita income, and our bonds sold at high 
interest rates, and we had difficulty selling them. But, of course, 
nowadays the situation has improved because of the discovery of sub- 
stantial oil and our ability to tax those resources. 

Senator Capruarr. Your bill calls for the Federal Government 
guaranteeing the bonds, not loaning the money ? 

Senator Lone. Oh, no. No. It is a matter of lending money. 
This is a matter to set up a corporation. 

Senator Capenart. To lend Federal money? 

Senator Lone. Which would be able to borrow and would have the 
ability to lend money. 

Senator Carenarr. I was under the impression that all the Federal 
Government did was guarantee the bonds. 

Senator Lone. That was what we proposed last year, and there was 
some objection to the Federal Government guaranteeing a State tax- 
exempt bond. And, therefore, we felt it would be better for the Fed- 
eral Government to simply buy that tax-exempt bond and buy it with 
money which the Federal Government ‘meal of course, borrow it- 


self ; but on bonds which would not be tax exempt. 

Senator Lenman. As I understand, the bill provides that the Gov- 
ernment furnishes the initial $100 million as capital to this Agency. 
Then the Agency has the authority to issue to the Treasury not in 
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excess of $500 million secured by agreements with the various munici- 
palities covering their loans, and that those may be either in the form 
of bonds or debentures or any other evidence of debt. 

Senator Lone. That is correct. And I would point out, Senator 
Lehman, that all this money still has to clear the Congress in the form 
of appropriation, so that this is an authorization or a ceiling which, 
of course, Congressional appropriations may never reach. But I am 
hopeful that it would dovehans into a revolving-fund process in which 
the money as paid back would be available to make loans to other 
municipalities. 

Senator Lenman. Am I right in believing that your bill provides 
that there can be no money advanced by the Government, by this cor- 
poration in behalf of the Government, unless and until it has been 
shown that the municipalities cannot finance in any other way 
through the sale of their bonds? 

Senator Lone. That is correct. They have to show that their credit 
is not available. 

And I would like to make this point, too: That while you do have 
some areas in which credit is very readily available, some sections of 
the Nation that are above the national average in per capita income 
with large investment which is subject to taxation, you do have other 
situations in which the States have all they can handle on their hands 
to try to finance their own local situations and the functions that are 
essentially the State responsibility rather than a municipal responsi- 
bility. That being the case, the State feels that there is a necessity 
on their part to devote themselves primarily to their own responsi- 
bilities rather than to try to provide—— 

Senator Carrnart. But this is their responsibility 100 percent. It 
is within the State boundaries. It is 100 percent their responsibility. 
They would not need to put up any money. 

I mean take the State of Indiana; it could simply guarantee the 
bonds, which would make them readily salable, and keep the Federal 
Government out of it entirely. If this is not an intrastate matter, 
then I have never seen one. 

Senator Lone. Senator Capehart, this is a problem that has not been 
met in more than 100 years, and when we have not been able to get the 
job done in 100 years, at the rate—— 

Senator Carenart. If it has not been, it is because the States and the 
cities have been unable to meet it or failed to meet it. 

Senator Lone. I believe you could apply that to almost any program 
though, Senator Capehart. You could certainly apply it to your 
airport program, 

Senator Capenartr. Your what? 

Senator Lone. You could apply it to your airport program. You 
could apply it to health. 

Senator Carenart. If there was ever anything interstate it is air- 
ports. They are used for interstate purposes. 

Senator Lone. The Federal Government has come, more and more, 
to feel responsibility for the health of the citizens. 

Senator Carenart. That may well be, but we hear a lot about 
States rights, 

Senator Lone. I do not know of anything particularly—— 

_Senator Capenart. That the States ought to take care of their own 
citizens. 
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Senator Lone. Senator Capehart, can you tell me what is particu- 
larly interstate about housing, about a man just building himself a 
home for himself? 

Senator Capruart. If there is anything. 

Senator Lone. The Federal Government is taking a billion-dollar 
responsibility in that field. 

Senator CapeHart. I know that. I agree with you on that. 

Senator Lone. When it does that, it might as well take a look at 
whether or not the man has sewage disposal in connection with the 
house. 

Senator Capeuart. I agree with that. No question about that. 
But this is strictly intrastate. 

Senator Lenman. I think you already testified to this, but I would 
like to bring it out more definitely. This program is not very different 
from the program that was carried on a number of years by the RFC! 

Senator Lone. In 6,200 cases benefiting municipalities throughout 
the entire United States, in helping them to solve their problems. And 
it also has the approval of the municipalities throughout this Nation. 

Now, I am frank to say, Senator Capehart, there is not as much in- 
terest in the East, where there has been more capital for a long period 
of time, where they have been able to develop their industries at an 
earlier stage and have more property values upon which to levy their 
assessments, as there is in the South and West where that situation 
has not existed. And I think you find it particularly from the South 
and the West, and even in some instances from the middle section of 
the Nation, that there is a substantial interest expressed in support for 
the legislation. 

Senator Caprnart. I agree with that. Of course, regardless of the 
valuation of the property, you are still going to issue bonds, and the 
city is still going to have to pay for it. 

Senator Lone. That is right. This is a very 

Senator CapeHart. So it is just a matter of who is going to guarantee 
it or who is going to loan the money. 

Senator Lone. Of course, it is a matter of who is going to loan 
the money. There is no guaranty involved here. It is simply a mat- 
ter of providing a purchaser where occasions are found that no pur- 
chaser exists. 

And I hope, Senator Capehart, that this would not be administered 
as one of these 100 percent banking operations. It sems to me that 
too often Congress has provided that a Federal agency should make 
loans to meet a need onl it is anticipated that the loans would not be 
particularly sound when they undertake it, which is the reason they 
go into it, and then when the agency goes into business they are so 
successful at making the loans it becomes a good banking operation. 
Then they think from that time on they ought to be conservative-type 
bankers in making those loans, taking pride in their own success. 

I feel that we ought to take a risk with some of these loans and 
that in the long run they are all going to pay out. Some of them 
you may have to let lapse and renew them, perhaps even pile the 
interest rate on top for a second loan, but I think eventually they will 
all pay out. And I believe we should look to the overall improve- 
ment of health and sanitation and the overall benefit to our economy 
rather than trying to pursue a completely conservative banker’s point 
of view once you find the loans are paying off, as the RFC found it 
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made a profit. We should not take the attitude that we would not 
make them unless we anticipate a profit. 

Senator Lenman. I am, of course, not assuming any position with 
regard to this particular bill, but I do think that it is important 
to have the record clear on this bill, S. 1524, through reference to 
some testimony which was given yesterday by Mr. Cole, the Admin- 
istrator, who in referring to this particular bill was commenting—— 

Senator Lone. Let me say this 

Senator Lenman. Let me just read the reference. 

Senator Lone. Will you, please? 

a Leuman. I would like to have it on the record. Mr. Cole 
said: 


Rather, the basic problem in financing municipal public works, as we have 
observed in many instances, results from constitutional and statutory debt 
limitations applicable to municipalities. As many cities have exhausted their 
debt-incurring authority, they cannot borrow for additional construction except 
where revenue bond financing is feasible. 

Now I am adding my own comment. It is perfectly obvious to me, 
as one who has had some dealings with the sale of securities and bonds, 
that revenue bond financing would not be feasible in the majority of 
these cases save with a guaranty. 

Senator Lone. Well, Mr. Chairman, I am reading from the 
Economic Report of the President of the United States, this adminis- 
tration, page 63: 

In States where the barrier of tax rate or debt limits cannot be easily or 
quickly lowered, consideration should be given to alternative financing measures. 
Some States have made loans or grants to local school districts for the financing 
of building programs. Other States have established independent authorities 
which raise funds for school buildings through the sale of revenue bonds secured 
by leasehold rental payments of the districts for which schools are built. Use 
might be made of lease-purchase plans whereby municipalities can acquire needed 
buildings through installment payments and yet stay within their exising debt 


limits. 

The point being, Mr. Chairman, that the President’s Economic 
Council is advising him and he is in turn advising the Nation that 
to meet a local problem, if you are up against your debt limit, you 
ought to go ahead and issue revenue bonds rather than deprive the 
people of meeting a need that exists and should be met. 

In many of these communities we have this situation: These assess- 
ments were set many years ago. There is local resistance to raising 
the assessments. And there is also local resistance to raising the 
debt limit of the municipality. There is the inertia involved there 
of raising it. While some communities in a State might want their 
debt limit raised, others would not, and so forth. With the difficulty 
of raising assessments, in raising debt limits, on a statewide basis, 
many of these people are forced to resort to revenue-bond financing. 

Now, that type of financing was not apparently anticipated by the 
Housing and Home Finance Administration, although that is in 
many instances the type of financing that we would recommend— 
to go ahead and let them place user charges on these facilities and 
finance them with revenue bonds. 

Senator Carenart. Would you object to amending the bill to say 
that the Federal Government could do business in a State after the 
State legislature or the State itself passed a law agreeing to guarantee 
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the Federal Government against any losses, thereby bringing the 
State in? 

The State would simply guarantee that if those little municipalities 
did not pay the Federal orem that the State would. 

Senator Lone. I would be willing to agree to amend it that this 
would not operate until the State should consent to it operating with- 
in the State, if you want to apply the States’ rights principle. How- 
ever 

Senator Carenart. I mean it would work like this: If the State 
legislature passed a law, then the Federal Government would in that 
State proceed to loan money to these small municipalities, but if the 
small municipality never paid the Federal Government, then the 
State would. In other words, the State would become the guarantor 
to the Federal Government. 

Senator Lone. I do not think that would be feasible, Senator Cape- 
hart. I believe some States would have constitutional barriers that 
would prevent them from doing it, requiring constitutional amend- 
ments. I am afraid that might make it so bulky that you would never 
get it done. 

If I really thought that the States where this is needed would move 
right in and agree to make the guaranties in the event the Federal 
Government lost money, I would be inclined to agree to the amend- 
ment. However 

Senator CarenArr. Why should the Federal Government be inter- 
ested in doing something if the State isn’t interested in it? If the 
State is not interested, if it does not want to do it in its cities or its 
communities, then why should the Federal Government ? 

Senator Lone. Well, why do you not offer that amendment on a 
going program and see how it meets with approval? Why not offer 
that amendment as far as the Rural Electrification Administration is 
concerned or as far as the housing loans are concerned? It was not 
proposed that if you lost money lending to a citizen within a State 
on a home that you should go—— 

Senator Carenart. Of course, the Federal Government does not 
loan money on housing. It simply guarantees the mortgages, and 
it sets up a guaranty fund which is supposed to be big enough to 
take care of all the losses. That is, they pay a premium on each 
mortgage. Here there is no such thing. 

I am just trying to see if there is some way to get away from what 
to my mind would be possibly the only objection to this bill, and that 
is that it is a matter that the States ought to handle rather than the 
Federal Government. 

Senator Lenman. Senator, it is interesting to note that this form 
of financing which is now proposed in regard to these small munici- 
palities, municipal projects, is identical with the form of financing 
that is proposed in the bills for Federal aid to the construction of 
school buildings, both in the bill that was submitted by the adminis- 
tration and the bill that a number of the rest of us submitted. It is 
identically the same as far as I know. 

Senator Lone. That is correct. And, as a matter of fact, there is 
an analogy that can be drawn between the financing in this bill and 
the aid-to-education bills. And, of course, it does seem to me this is 
an essential function that would not require a large amount of money, 
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and I believe it would be a substantial help to a great number of 
communities. 

Senator Lenman. This proposes to set up an independent agency ? 
This is not part of HHFA? 

Senator Lone. Yes, sir, I propose to set up a separate corporation. 
However, I would head the corporation by the Housing and Home 
Finance Administrator. And I will tell you why I propose that, 
Mr. Chairman. It occurs to me there might be times when there 
would be only a small number of applications for loans, not justifying 
a large, nationwide staff, and in that event the Housing and Home 
Finance Administration would be in position to use the branch offices 
it has throughout the Nation to process the loans and bring them 
to the Administrator’s attention and to acquire local information 
he would want without hiring a new staff, thus using the available 
facilities rather than setting up a new organization in some particu- 
lar area from which an application might arise. 

Senator Leaman. Thank you. 

I would like without objection to insert in the record a statement 
which the committee received from Senator Mansfield. 

(The letter referred to follows:) 


Public works 


STATEMENT OF MIKE MANSFIELD, A UNIrep STATES SENATOR FROM THE STATE OF 
MONTANA 


8S. 1524-—-TO AUTHORIZE THE EXTENSION OF CREDIT TO ASSIST MUNICIPALITIES, OR 
OTHER POLITICAL SUBDIVISIONS OF STATES, TO FINANCE VITALLY NEEDED PUBLIC 
WORKS 


Mr. Chairman, I wish to express briefly my support in behalf of Senate bill 
1524 which would set up a corporation under the Housing and Home Finance 
Administration authorized to extend credit to assist municipalities and other 
political subdivisions of States to finance vitally needed public works. 

First of all I wish to say that it is a pleasure to be associated with the Senator 
from Louisiana, Mr. Long, and the other distinguished Senators who are co- 
sponsors of this bill. If enacted, S. 1524 could do much in aiding small towns 
and cities throughout the Nation in providing essential health and welfare 
facilities for their peoples. 

We all know too well what difficulties small communities are confronted with 
in raising sufficient funds to finance basic public works such as treatment, puri- 
fication and distribution of water; extension of sewage facilities and gas dis- 
tributing systems. When a city or town council tries to sell bonds or makes a 
loan as a preliminary step in a small public works project they often times become 
overwhelmed by the operation of the complicated financial arrangements, pe- 
culiar to small business transactions. Many of our large financial concerns are 
not interested in these small loans. Municipalities often find it difficult to obtain 
a reasonable interest rate and repayment plan. Under the provisions of this 
bill, if enacted, the small municipalities can turn to the Federal Government 
when their search for credit on reasonable terms and conditions has been futile. 

The bill provides for a Deputy Administrator under the Housing and Home 
Finance Administration whose full time job it will be to direct this Corporation, 
should this Public Facilities Loan Act become law. 

I am in thorough accord with the clause giving preference to the application 
of smaller municipalities, those with less than 10,000 inhabitants. This of 
course does not exclude the possibility of purchasing securities and obligations 
for larger public works projects. 

According to my information this Corporation has all the ramifications of a 
sound business venture. A program to aid those who have exhausted their 
search for sources of reasonable financial aid. This bill would repeal section 
108 of the Reconstruction Finance Corporation Liquidation Act. In addition, 
this bill would require an annual report to Congress on the Corporation’s 
operations. 
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I do not feel that I am capable of going into the financial arrangements of this 
bill, but my impression after studying S. 1524 is that it would provide the neces- 
sary financial aid that our small municipalities and political subdivisions need 
so badly. I know that there are many cities and towns in my State of Montana, 
as well as throughout the Nation, who have long needed this type of assistance 
in providing the welfare and health needs of their inhabitants. 
In closing I wish to stress that this is not a giveaway or special treatment- 

it is good business for the Federal Government and will assist America’s small 
communities, the backbone of the Nation. 


Bikini 


: Senator Leuman. The next witness will be Patrick Healy, Jr., 
Hs representing the American Municipal Association. 
2 Do you wish to read you formal statement ? 


Mr. Hearty. I would like to read part of it; yes, sir. 
Publie Works 


STATEMENT OF PATRICK HEALY, JR., EXECUTIVE DIRECTOR, 
AMERICAN MUNICIPAL ASSOCIATION 





Mr. Hearty. I am Patrick Healy, Jr., executive director of the Amer- 
ican Municipal Association, which is the one big national municipal 
organization representing more than 12,000 municipalities in 44 
States. 

The American Municipal Association has not taken a policy stand 
on the matter contained in this bill pending before your committee, 

. 1524, introduced by Senator Long for himself and 24 other Senators. 
eau we have polled the State associations of municipalities to 
obtain their viewpoints both on this bill and on another bil intro- 
duced a year ago by Senator Long having similar intent. 

I can report to you that there is substantial endorsement of this 
proposal by the State associations or leagues of municipalities in many 
States, particularly in the South and in the West. I will list those 
States and their comments during the course of this testimony. It 
appears that there is not so much interest in this proposal by the 
mura in the North and in the East. I assume that this might 
be due to the fact that there is possibly more local capital available 
: to finance public facilities in these areas than is the case in the South 
bi and West. 

There seems to be very little realization by the public at large as to 

Fs the financial problem of local government. Hampering tax-rate 

5 limits, outmoded debt limits and restrictive State control of local 
finances prevent local governments from utilizing their basic fiscal 
ability. New thoughts and concepts on local financing are badly 
needed, as is a broadening of the market for local bond issues. At 
the present time, for example, the Glass-Steagall Act of 1933, 
amended, limits the underwriting of public securities by banks to 
“general” obligations of the States and local governments. Since 
1939, “general” obligations—— 

Senator Carsnarr. Will you yield there? I believe there is a bill 
pending before the committee to permit the banks to buy such securi- 
ties, is there not? 

Senator Leuman. This particular bill ? 

Senator Capenart. No. I think there isa bill before this committee 
at the moment or a bill is being considered at the moment to be initro- 
duced before this committee to permit national banks to buy such 
securities as you are talking about. 
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Mr. Hearty. That is what I understand. I am bringing it out here. 

Senator CareHart. I am sorry; I got ahead of you. 

Mr. Heary. Since 1939, “general” obligations have been construed 
by the supervisory banking ‘authorities as including only those obli- 
gations secured by ad valorem taxes on real property. While the 
municipal bond used to be payable from unlimited taxes on all prop- 
erty in a city, county, school district, township or borough, now a 
“municipal bond,” even when issued by. a municipality, may pledge the 
income from airports, incinerators, parking meters, water, sewer, gas 
or electric plants, or the net income from a tunnel or bridge. When 
the bond is payable solely from such special source and is not payable 
from taxes, it is called a revenue bond. 

Revenue bonds have been growing in use. For example, in 1945 
“nongeneral” obligation financing by State and local governments 
totaled $203,399, 000, whereas in 1954 it amounted to $ $3,214,381, 000, or 
46 percent of the total of all new issues of State and local govern- 
ments. The bond buyer estimates that one-third of all municipals 
now outstanding are revenue bonds. 

We understand that Senator A. Willis Robertson is considering 
introducing a bill to amend section 5136 of the Revised Statutes to 
permit national banks to underwrite and deal in the securities of 
State and local governments that are “nongeneral” obligations for 
financing revenue-producing public facilities and improvements. 
Such an amendment would be very desirable to broaden and strengthen 
the market for these ence bond issues. It would materially benefit 
the States and the political subdivisions through lower interest rates 
obtainable through increased competition. 

Senator Lean. May I interrupt yout ¢ 

Mr. Heatry. Yes, sir. 

Senator Lenman. In the figures which you have just quoted in 
paragraph 2, nongeneral obligation financing by State and local gov- 
ernments, do you include bonds issued by authorities, for instance, 
for the building of bridges and tunnels, such as we have in New 
York and many other cities? 

Mr. Heaty. Yes, sir; I believe that includes any public authority 
of that nature. Yes, sir. Although as I understand, the national 
banks have been permitted to buy those particular issues. They have 
been considered general obligation bonds. The port authority issues. 
That is my understanding. 

Senator Lenman. Most of them I think are revenue bonds. For 
instance, the building of roads. 

Mr. Heaty. Yes, sir. 

Senator Lenman. The Jersey Turnpike, for instance. I think 
they were all revenue bonds. I wanted to establish whether or not 
bonds of that character were included in your total. 

Mr. Heaty. They are included in these particular figures here. 

However, even this broadening of the market for municipal bonds 

apparently will not answer the need for financing on reasonable terms 
of public facilities in many small communities. The experience in the 
State of Oregon shows that when a program is available such as con- 
templated in S. 1524, many small communities can sell bonds which 
could not otherwise have done so. Small issues are not attractive to 
bond buyers, particularly when they are issued by some small com- 
munity that has no rating in the bond market. Investigation of the 
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community, the particular project, and the preparation of a bid in 
themselves constitute an expensive process that would not be justified 
unless the buyer stood to make a considerable profit by buying at a big 
discount. On the other hand, the larger communities that already 
have outstanding bonds and are known in the bond market would 
not be faced with the same problem, although here again a broaden- 
ing of the market would be desirable in order to get the most favorable 
terms. 

It appears that the mere existence of the Public Facilities Credit 
Corporation proposed in this bill would be desirable, particularly 
since it is specifically required that before any financial assistance can 
be extended under this bill the financial assistance applied for is not 
otherwise available on reasonable terms. 

Senator Carpenart. Back on page 2 you talk about the Oregon plan. 
What isthat? You talk about the experience in the State of Oregon. 
Are you going to elaborate upon that ? 

Mr. Heary. I was going to. 

Senator Carpenart. Do they have a State plan of their own? Is 
that it? 

Mr. Heaty. They have a State plan which I have outlined here 
later. 

Senator Caprenart. I see. 

Mr. Heary. That is on page 5. 

Senator Carenart. You are going to cover the plan? In other 
words, they have a State plan that is similar to the S. 1524? 

Mr. Hearty. Yes, sir. 

Senator Carrnartr. And it has worked very well out there? Is 
that right ? 

Mr. Heaty. It has worked very well. 

Senator Capenart. Does the State guarantee the bonds? Is that it? 

Mr. Heaty. They set up a revolving fund from which the small 
municipalities under 3,500 can borrow. 

Senator Caprnart. The State does that itself? 

Mr. Hearty. The State does that. 

Under Senator Long’s bill, a municipality would first have to 
exhaust every effort to sell its bonds to private investors at reason- 
able terms before it would be eligible to sell them to the Federal 
agency. Even then the agency would be required to make loans only 
where they are of such sound value or so secured as reasonably to 
assure retirement or repayment. By placing the administration of this 
proposed corporation under the Housing and Home Finance Admin- 
istrator, a nationwide field force is already available to investigate 
the applications for financial assistance. Through FHA regional 
and State offices and other agencies under HHF A, officials already 
familiar with the local community would be available to investi- 
gate the applications at little extra cost to the Federal Government. 
Such complete and widespread investigating facilities are not avail- 
able to private bond buyers in every little community throughout this 
country. 

The March issue of the United States Department of Labor and 
Commerce’s “Construction Review” reveals estimates of water and 
sewerage improvements costing $25 billion over a 10-year period. 
That is, the next 10 years. The funds are needed to provide water and 
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sewerage and to meet the needs of rapidly increasing requirements of 
the Nation’s expanding urban and suburban areas. Based on 1954 
costs, this job would entail $10 billion of construction to take care 
of accumulated backlog, plus $15 billion in requirements adequate 
to offset obsolescence and depreciation and to keep pace with popula- 
tion growth and increased per capita use. The estimates were based 
on studies of conditions as of January 1, 1955, and were released in 
early April. United States officials say they are convinced the require- 
ments are realistic and point out that the staggering total of sewer 
and water supply needs would be difficult to obtain primarily because 
of local financing problems. Warns the Department of Commerce, 
however, “If the needs are not met, the result m: ay mean increasing 
water shortages or restrictions on water use and increasing stream 
pollution.” 

The Water Pollution Control Act of 1948 authorized loans by the 
Federal Government to municipalities for construction of sewerage 
treatment works, but no funds were ever actually appropriated to 
implement the provisions of that act of Congress. However, I point 
it out to indicate that the passage of this bill would not be setting a 
precedent as far as the idea of Federal loans to municipalities is 
concerned. 

Of course, we can find other examples, including the one Senator 
Long pointed out about the RFC loans. 

Particularly in the case of water and sewerage systems for small 
communities having a low tax base, revenue bonds offer a means of 
financing these badly needed improvements. Revenue bonds are 
growing in use for three reasons. They are used most generally to 
get around an arbitrary and restrictive debt limit which prevents a 
municipality from extending its water plant, electric plant, or sewer 
system. Such revenue bonds may be issued without a vote of the 
people in many cases and usually without inclusion in the constitu- 
tional or statutory debt limit. Then there has grown up the theory 
that the revenue bond, payable only from the earnings of an enter- 
prise, places the burden of debt, not on the property owners, but on 
the users of a particular service, such as water, or a public facility, 
such as a bridge. It is this type of financing in the smaller com- 
munities that I believe would be most stimulated by the passage of 
this bill. 

I made reference earlier to the State or Oregon. Similar legisla- 
tion has existed there on a State level since 1949, except that it is 
applicable only to cities of 3,500 population or less. According to a 
report to us by the League of Oregon cities: 

The fund was amplified somewhat in the 1951 session and $1,750,000 was the 
total amount available, and of that fund there is presently $208,553.75—you 
can see that the moneys have been used by the smaller cities. To date, there 
have been seven cities that have utilized it including Waldport, Myrtle Creek, 
Stanfield, Empire, Carlton, Rockoway, and Sutherlin. Without this assistance 


these cities could not have sold their bonds, and the act has worked very success- 
fully. 


As a matter of fact, we are trying this session of the legislature to again 
supplement the fund since there are some 40 cities of less than 3,500 etieiiiian 
that need sanitary facilities urgently. Of course, not all of these 40 would be 
required to take advantage of this act since they could sell their bonds on the 
open market but a number of them do not have assessed values that would make 
the bonds attractive to the purchaser and those cities would probably like to 
use this facility. 
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An estimate by the State board of health indicates that presently in these 40 
cities there is a total of $5,606,000 worth of work to be accomplished. 

By way of summary, I think it may be said that this act has been of material 
advantage to the smaller communities. 


eed 


[ have set forth here comments relative to Senator Long’s bill as 
received by us from State municipal associations in support of such 
legislation. These comments apply both to a bill introduced last year 
by Senator Long, S. 3315, which would provide Federal guaranty of 
certain municipal bonds, and the bill currently before you, S. 1524, 
providing for direct loans. 

If it is all right, Mr. Chairman, we can just let the record show those 
and skip over the reading of them unless you particularly want to 
hear them. 

Senator Lenman. Yes, it will go in the record. 

(The comments referred to follow :) 


Mi aR Sade 


eas 














eta: es 


ALABAMA 






Senator Sparkman has been sent a statement in support of this legislation by 
the Alabama League of Municipalities with a copy to the American Municipal 
Association. If Senator Sparkman has no objection, it might be appropriate to 
insert that letter in the record (see p. 148). 








ALASKA 





You can certainly put the League of Alaskan Cities on record as favoring the 
enactment of the legislation. * * * The proposed legislation will probably do 


more for Alaskan cities than for any communities in the continental United 
States. 








ARIZONA 






“You may enter Arizona as supporting the bill. I am not too sure that it would 
be helpful in reducing the interest rate on improvement bonds, but my thought 

a is, should the bill pass, it would be available, should any of our cities desire to 

P make use of it.” 

: ARKANSAS 












4 “The Arkansas Municipal League wishes to go on record as endorsing this 
4 legislation. Also we request AMA use its full facilities in aiding passage of this 
bill.” 


COLORADO 





a “There is considerable pressure at the present time on city officials to do some- 
thing about the sewage disposal problem, and in view of the pressure, this bill, 
if enacted into law, would undoubtedly prove to be extremely helpful to our 

r cities and towns under 10,000 population. As you know, there are a number of 

municipalities in this population group in Colorado. I had an opportunity during 

our annual convention a couple of weeks ago to discuss this measure briefly with 
several of our key people, and they seemed to be very favorably impressed with 
the bill.” 

FLORIDA 





“We believe that this would be very helpful, especially to the smaller cities of 
the State,” 










GEORGIA 





“T have come to the conclusion that the municipalities in Georgia which would 
be affected by this legislation would favor same and you may record accord- 
ingly.” 

IOWA 





“If enacted * * * would be used by a number of the municipalities of low a 
having 10,000 or less.” 
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KENTUCKY 


“Due to the fact that the Kentucky Anti-Pollution Commission is urging im- 
mediate public works to relieve pollution of our streams, and the fact that many 
Kentucky cities are not able financially to attack this problem, we would look 
with favor on the passage of S. 1524, the public facilities loan act. When discuss- 
ing pollution and its abatement, we have always felt there was State and national 
financial responsibility.” 

LOUISIANA 


“* * * endorse it with special attention to urging you to push it.” “The 
Louisiana Municipal Association is in favor of Federal aid to municipalities in 
need of sanitary sewage and request that the necessary Federal legislation be 
enacted to support the same.” 


MARYLAND 
“In general I approve of Senator Long’s proposal.” 
NORTH CAROLINA 


“I think AMA could very well support it because I believe that once the aid is 
available, the municipalities will surely use it. Here, we are faced with building 
sewage treatment plants in practically every community in the State, as a 
result of the findings of our State Stream Sanitation Committee, and I can see 
this as a great aid in financing that program.” 


NORTH DAKOTA 


“The executive committee suggests that the American Municipal Association 
support the bill, unless subsequent hearings bring out defects in it.” 


OHIO 


“* * * the bill has considerable merit, and we believe, would warrant AMA 
support.” 
TEXAS 
“We do not have any expression from any of our cities concerning this sub- 
ject ; however, we believe that some of the smaller cities would be interested in 
having such a bill become a law. Therefore, you may count us as being in favor 
of 8. 3315.” 
UTAH 


“You can register our league as favorable to 8. 3315.” 
WASHINGTON 


“1. Cities urgently need funds for capital improvements. Many cities find 
it difficult to issue sufficient bonds to make the improvements most essential 
to community well-being. Many of these can be financed only by general obliga- 
tion bonds and with present indebtedness limits, basic city improvements become 
impossible. It is therefore recommended that the legislature establish a fund 
from which the cities may borrow for capital purposes at a low rate of interest 
and on a long-term basis. 

“2. Congress should adopt the municipal improvements act of 1954 to provide 
a Federal guaranty of municipal bonds issued by municipalities of 10,000 popula- 
lation or less, and broaden the scope if possible to include all classes of cities.” 


Mr. Heaty. I appreciate the opportunity to appear before this com- 
mittee to present these comments on this bill in behalf of the munici- 
palities of those States which favor such legislation. As I pointed 
out at the beginning, the American Municipal Association has not 
taken a stand on the proposal one way or the other, but you can see 
that there is a substantial demand and need for such action by Con- 
gress. 

Senator Leman. Have you had any adverse reports from any of 
the States in which you have associations or from the State officials ’ 
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Mr. Hearty. Not on this particular bill. Not on this S. 1524, no, 
sir. The State of Alabama, the league of municipalities there, has 
written a letter to Senator Sparkman and sent a copy to the Ameri- 
can Municipal Association, and I believe to all members of this com- 
mittee, and they asked me to ask Senator Sparkman if he would place 
it in the record at this point. 

Senator Leuman. Unless there is objection, we will place it in the 
record, 

(The letter referred to follows :) 


ALABAMA LEAGUE OF MUNICIPALITIES, 
Montgomery, Ala., May 11, 1955. 


In re Senate 1524 (By Sparkman, Hill, and others). 
Hon. JOHN SPARKMAN, 
Banking and Currency Committee, 
United States Senate, Washington, D. C. 


DEAR JOHN: First, I wish to express appreciation on behalf of Alabama's 
municipalities for your interest in and sponsorship of 8. 1524 which was intro- 
duced on March 22 by you, Senator Hill and 23 other Senators. I know that the 
municipalities of other States are equally as pleased that you desire to help them 
deal with one of the most important problems facing them at this time—arrang- 
ing for credit to assist in financing vitally needed public works. 

Also let me discuss the need, as we see it in Alabama, for passage of your bill 
by the Congress. 

Senate 1524 authorizes extension of credit to assist municipalities or other 
political subdivisions of States to finance vitally needed public works. The bill 
as drawn appears to be designed especially to assist small towns and cities. 
Most of the municipalities in Alabama are considered small and may be greatly 
benefited from such a bill. Alabama is in need of such financial assistance in 
securing badly needed improvements to the existing and new water works and 
sewerage works systems for the protection of our citizens. 

The State at this time has 336 water supplies classified as public. Forty-three 
of these are classified as dependent systems as they obtain their water from 
another public supply source. The drought of 1954, as you know, was the most 
severe on record. Twenty-four of the municipalities with public water supplies 
suffered from water shortage. This is the largest number of shortages on record 
during any single year. This shortage brought to the attention of responsible 
municipal officials, the need for additional sources of supply. Some of the munici- 
palities are now making arrangements to correct their deficiency. Other mu- 
nicipalities, however, are not financially able to provide these needed additions 
and this may create a critical hazard unless some financial assistance is provided. 

There are numerous supplies in the State that do not have adequate distribu- 
tion systems due to the abnormal increase in population. As more people are 
served by a system, larger mains are required to furnish adequate water to 
meet the demands in the improved areas. This increase in population has placed 
a heavy demand on the existing water systems. The cost of the new mains in 
many cases prevent their installation and it is possible that a public health haz- 
ard will be created due to the low or negative pressures in these areas. 

There are 50 or more towns in the State that do not have public water sup- 
plies. The drought last year dried up most of the shallow wells which are 
used by individuals in the communities and which are their sole sources of sup- 
ply. This condition has been extensively studied by municipal officials and they 
are trying with limited success to finance a public supply. It is felt that the 
assistance furnished in this proposed Senate legislation will provide a number 
of these towns with financial assistance permitting them to construct the neces- 
sary waterworks facilities. 

For the small municipalities where their credit has not been established or 
where the improvements appear to be excessive for the number of customers 
served, the rate of interest on financing is excessive and the initial financial load 
is beyond the municipality’s capacity to construct the facilities. As an example 
of the excessive cost in making such loans, one town in the State had expenses 
such as: bond discount, 1 year of interest during construction, local legal fees, 
operating funds set aside, and miscellaneous expenses which came to 22.5 percent 
of the total cost of construction. It is felt that such examples could be eliminated 
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by the proposed bill which will permit the municipalities to secure their funds at 
a more reasonable interest and debt service rate and without the excessive cost 
of program financing. 

Due to the increasing demand of the public for adequate sewage treatment 
facilities for all towns, many municipalities which discharge their sewage un- 
treated to the streams of the State have been faced with the problem of pro- 
viding adequate treatment in spite of rising construction costs and fixed legal 
debt limits. It has been many a municipality’s cry to the regulating agency— 
the State Board of Health—that they have no way of obtaining funds with which 
to construct the necessary treatment facilities. This is only too true in the case 
of small towns where it is doubtful if such fees as sewer service charges would 
even provide the necessary funds upon which a loan at a reasonable rate of inter- 
est could be obtained. 

The situation for most towns is acute due to the fact that the towns have 
grown so fast that many of the newer subdivisions are not served by sewers 
and the town is unable to finance the needed sewer extensions. As a result, less 
satisfactory means of sewage disposal are being employed in these subdivisions. 
There are already many cases on record where these methods of sewage dis- 
posal have failed and created potential health hazards. 

Although many municipalities have created water and sewer boards and thus 
set up the legal means by which improvements in existing systems and neces- 
sary extensions to the old system have been financed, this method of financing is 
not applicable in all cases. Many of the small towns cannot create these boards 
due to the organization of the municipality or to the fact that there are already 
large, outstanding debts against the systems. 

The situation with some towns which need a sewerage system but cannot con- 
struct one because of their existing legal debt limit is also critical. In this 
case, the town’s development is hindered because the town is unable to provide 
the necessary sanitary facilities. 

A bill—such as your 8. 1524—which would enable small towns to obtain these 
necessary funds at a reasonable rate of interest would certainly pave the way for 
more adequate sanitation and cleaner streams in Alabama. It is believed that 
the proposed legislation will provide the necessary means of obtaining these 
funds. 


Again thanking you, Senator Hill, and the 23 other farsighted Senators for 
your vision and interest which prompts 8. 1524, I am 
Cordially yours, 


Ep E. Ret, Executive Director. 
Senator Cargenart. Do you think it would be practical to tie the 
States in to this? 
Mr. Heary. To tie them in? 
Senator Caprrnart. In other words, let the States guarantee the 
Federal Government against loss ? 
Mr. Herary. Senator, it would be my impression that there would 


be some constitutional problems there that might not permit that to 
work. I would have to- 


Senaor Carenart. How and why? 

Mr. Hearty. For example, it is my impression that in some States 
the State under its particular constitution would not be permitted to 
guarantee somebody else’s bonds. I think we would run into that 
problem. 

Senator Carrnartr. Do you think it might be a good idea for that 
State to change their system where they could either take care of their 
own people or, if the Federal Government does it, they could guaran- 
tee that the Federal Government will not lose any money doing it? 

Mr. Heary. Well, we are getting into a 

Senator Carrnartr. Yes, I do not want to labor the question, except- 
ing that we do get into States rights in this matter, and the question is: 


Do the States want the Federal Government taking over more of their 
responsibilities ? 





HOUSING ACT OF 1955 145 


Mr. Hearty. Well, I would say generally, Senator, that the reason 
this type of demand arises in the first place, I think, is due to a large 
extent to the fact that the fiscal ability, the tax resources of both the 
States and the local governments, are very limited. The Federal Gov- 
ernment has usurped the revenue sources to such an extent. 

Senator Carenart. They have taken all the money out for Federa!] 
taxes ¢ 

Mr. Heary. Yes, sir. And so the States do not have a big taxing 
base to work on either. So then we go to the Federal Government. 

Senator CapeHart. Do you think some day, if the Federal Govern- 
ment is going to continue to take so much money in Federal taxes, 
they ought to return some on sort of a pro rata basis as you do in the 
States on school and other county taxes or tax assessments ¢ 

Mr. Heary. I am sure there would be valid States rights arguments 
against that sort of a system. This particular measure, Senator, how- 
ever, would not cost the Federal Government any money. This is set- 
ting up a revolving fund. It is not a direct appropriation for Federal! 
aid. 

Senator Carenartr. Would you feel an amendment to this bill might 
be in order and might even make it a better bill if we simply gave 
the FHA the right to insure the bond issues or mortgage to the prop- 
erty as they do on housing ? 

Mr. Hearty. Well, to my mind that would not be a bad idea, and 
that idea has received endorsement by the State municipal associa- 
tions when it was brought up last year by this other bill. 

Senator Carpenart. FHA, of course, just simply guarantees the 
mortgages. 

Mr. Heaty. Yes, sir. 

Senator Caprnart. They are really a guaranteeing agency. If the 
FHA or the Federal Government, with FHA as the agency, guaran- 
teed these bonds, they certainly would be easily sold. 

Mr. Heary. That is right. 

Senator Carenart. Would that be a more simple method possibly 
than setting up a corporation to loan Federal funds? 

Mr. Hearty. It might be a more simple method and might not have 
very much objection except on the part of those people who do not 
believe in tax-exempt bonds. And I understand that was the objection 
last time—that it would be a situation where the Federal Government 
would be guaranteeing tax-exempt bonds. Of course. we will always 
favor the principle of tax exemption on State and municipal bonds. 

Senator Carenarr. It would be hard to have your cake and eat it 
both, 

Well, that is all I have, Mr. Chairman. 

Senator SparKMAN. I am sorry that I was not here to hear your 
statement and also that of Senator Long. I suppose it has been amply 
covered. We have been very glad to have you. 

Senator Lone. Mr. Chairman, might I suppiement my statement 
and the witness’ statement by one additional fact? 


STATEMENT OF RUSSELL B. LONG, A UNITED STATES SENATOR 
FROM THE STATE OF LOUISIANA—Resumed 


Senator Long. I asked the municipalities in my State to make a 
survey to see the need of this situation, and they reported to me that 
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there is only 6 percent of the communities in Louisiana with popula- 
tion less than 5,000 who have any public sewerage systems at all. So | 
would submit that when we have a need that great that 94 percent of 
the smaller communities need those facilities, that it is something 
that both the Federal Government and the States could very well de- 
vote some attention to. 

I have here letters that I received with regard to this year’s bill 
and also two letters that I think should be extremely worthy of the 
committee’s attention with regard to the bill I submitted last year to 
guarantee these bond issues. 

Senator SparKmMAn. Without objection, that will be included in the 
record. 

(The letters referred to follow :) 

NEW ORLEANS, LaA., April 6, 1955. 
Hon. RusseELt LONG, 
Senator United States Senate, Washington, D. C. 

Dear SENATOR LONG: Thanks for your letter of March 31 and S. 1524 intro- 
duced by you in the 84th Congress. I am sure if this legislation is enacted it will 
help the people of Westwego get adequate sewerage disposal facilities which 
is badly needed in our community. We are very grateful to you for the help you 
are giving to our people and wish you the best of luck. 

Sincerely yours, 
Roy C. Keiier, Mayor City of Westwego, Le. 


VILLAGE OF CLARKS, 
Clarks, La., April 13, 1955 
Hon. Russet B. Lone, 
The United States Senate, Washington, D. C. 

Dear Senator: This is to acknowledge receipt of your letter dated March 31, 
1955, concerning a bill (S. 1524), introduced by you; and which is designed to 
assist Small municipalities in securing financial aid in acquiring facilities neces- 
sary to the comforts and well-being of the citizenry involved. 

I have read with much interest the copy of this bill, and feel certain that 
every provision contained therein merits approval; basing my conclusion upon 
the fact that to overcome even the minor difficulties encountered, financial aid 
from some source is necesSary in the management of every municipality, small 
or large, though I would place special emphasis on the small. 

Clarks is a village of seven-hundred-and-sixty-odd inhabitants. Its only source 
of revenue is from a municipally owned water system, consisting of two wells 
and a storage tank, which was given to the town by the Louisiana Central Lumber 
Co., and the participation in the State tobacco tax. 

This has been our only means of functioning now for some 18 months; having 
been incorporated since September 1953. We need street improvement, bridge 
repair, not to mention sewerage; yet all of these necessities are out of our reach 
unless some means of assistance is placed at our disposal. 

This bill, S. 1524, would do the job, and I wish to assure you that the council 
and I are for it wholeheartedly. 

Very truly yours, 
E. L. KRart. 


TOWN OF PATTERSON, 
Patterson, La., April 4, 1955. 
Hon. Russet Lone, 
United States Senate, Washington, D. C. 


Dear Russet: It’s been many a year since we last saw each other in law 
school. I am happy to be able to say that in renewing our acquaintance by this 
letter I am writing to encourage you in your efforts to provide one of the greatest 
needs of our small towns. 

Patterson is a perfect example of the predicament small towns are in. Our 
assessment is just a bit over 1 million, yet our proposed sewage system will 
eost around $300,000. This will make our bonds difficult to sell, at best, so 
naturally we hope that your proposed bill becomes a law. I’d appreciate your 
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keeping me advised of the progress of the legislation, since we are now con- 
sidering calling our Sewage election which we've postponed so long. 

Russell, if } can be of any help to you in my section, don’t hesitate to call on 
me—like so many other Louisianians, I feel that you’ve done a splendid job— 
so keep it up. Oh, by the way, this is almost ancient history now, but I just want 
to take this long delayed opportunity to compliment you on the stand you took 
at the Democratic Convention when you refused to follow our fellow Southern 
hotheads on the loyalty oath controversy—to me, it was splendid to see you on 
TV before the convention following your honest convictions. I was as proud 
of you and your stand as if you had been my own brother. 

Yours very truly, 
Wa. Rost. Marin, Mayor. 


TOWN OF HObGE, 
Hodge, La., April 5, 1955. 
Hon. RuSSsELt B. Lone, 
Senator, Congress of United States, 
Committee on Finance, Washington, D. C. 

Dear SENATOR: Thanks for your letter of March 31. I can see no objections 
to Senate bill No. 1524 and especially that part of the bill which reads: “All 
loans shall be of such sound value or so secured as reasonably to assure retire- 
ment or repayment, etc.” 

I believe this will be a great help to the smaller municipalities but I do not 
believe that funds should be provided to make these improvements unless they 
would be able to pay for the improvements. I believe the small towns should 
have some water and sewerage facilities but not in excess of those actually 
needed. I believe that your bill is written up in such a manner that it will 
prevent the smaller towns from overshooting or establishing installations beyond 
their actual need and their ability to operate and pay for such utilities. 

We know of some small towns that have built their own facilities and handled 
their bonds without Government assistance but there are probably many small 
towns that have not been able to do so. 

I think your bill is very complete and does not excessively obligate the Federal 
Government or put them in a position of making bad loans or gifts. 

With kindest regards. 

Sincerely, 
Ep Askew, Mayor. 


TOWN OF FARMERVILLE, 
Farmerville, La., April 11, 1955. 
Hon. RusseEtx B. Lone, 
United States Senator. 


Deak SENATOR: I am in receipt of your bill, to assist the small municipalities 
in building sewer systems. As you are familiar with our situation here, you know 
how we need a sewer. And as it has been estimated it would cost $300,000 to 
build one and our assessment is so low it is almost impossible to raise enough 
revenue to finance it without getting he lowest interest rate possible. Tbanking 
you for your interest in such matters, and assuring you as always my continued 
support, and wishing for you success in all your undertakings. 

I remain your friend and supporter, 

R. L. TURNAGE, Mayor. 


[Congressional Record, April 22, 1954] 
FEDERAL ASSISTANCE IN THE FINANCING OF MUNICIPAL IMPROVEMENTS 


Mr. Lone. Mr. President, last Thursday, for myself and on behalf of the senior 
Senator from Louisiana (Mr. Ellender), the Senator from Minnesota (Mr. 
Humphrey), the Senator from Alabama (Mr. Hill), the Senator from Mississippi 
(Mr. Hastland), the senior Senator from Kentucky (Mr. Clements), the junior 
Senator from Kentucky (Mr. Cooper), the Senator from Montana (Mr. Mans- 
field), the Senator from Illinois (Mr. Douglas), the Senator from South Carolina 
(Mr. Johnston), the Senator from Florida (Mr. Smathers), the Senator from 
Wyoming (Mr. Hunt), the Senator from Oklahoma (Mr. Kerr), and the Senator 
from North Dakota (Mr. Langer). I introduced a bill which is entitled “The 
Municipal Improvements Bill of 1954.” At that time there was no opportunity to 
explain the purpose and the provisions of this bill and I should like to ask your 
indulgence to do so today. 
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If enacted, this bill would provide the means whereby the Federal Government 
would guarantee the principal and interest of bonds issued by municipalities 
having a population of less than 10,000 inhabitants at the time of the last Federal] 
census. Guaranties of such bonds would apply only to those which were for 
the purpose of providing public works as defined under the proposed legislation 
These would be limited to: First, the storage, treatment, purification, and dis- 
tribution of water; second, sewerage and sewerage facilities, including sewerage 
treatment works; and, third, gas-distribution systems. All three of these types 
of public works are vitally connected with the standard of health and sanitation 
of our population. 

The act would be administered by a Commissioner, who would most appropr 
ately be the Federal Housing Commissioner, because of this official’s experience 
with the administration of certain other legislation of a related character. Ii 
is provided, however, that the President could designate another agency to ad 
minister the program, if it should be desirable to do so. 

The procedure which would apply under this act is as follows: A municipality, 
having less than 10,000 inhabitants, would go through all of the usual procedure 
under the applicable State legislation for drafting the plans, and for taking the 
decision to issue the bonds for the purpose of constructing the public works in 
question. We have specifically in mind that the legislation should not permit 
the Commissioner to interfere unduly in the decisions which are presently and 
should continue to be the province of the local citizenry and their duly elected 
officials. 

After the municipality had taken the necessary steps to be in a position to 
issue bonds for purposes which fall under this act, the officials thereof would 
obtain a certificate from the Attorney General, or other chief legal officer of 
the State in question, as to the legal validity of the proposed bond issue and 
the authority of the municipality to issue same. 

This certificate and other information, which it is appropriate for the Com 
missioner to require in order to determine that the bond issue is a valid one and 
that the project which it is proposed to finance is a sound one, would be submitted 
by the municipality to the Commissioner. 

The Commissioner would be required to act promptly on all applications. In 
the event that he finds that an application is deficient and cannot be approved, 
he is required to report in writing to the municipality specifically as to the de 
ficiencies which he alleges, and it is provided that the municipality can, at any 
time thereafter, when it considers that these deficiencies have been remedied, 
resubmit an application. 

In the event the Commissioner approved the application, the municipality 
would be granted a term of 1 year during which it could submit for endorsement 
the bonds which were to be sold to finance the proposed public work. Unless 
the Commissioner found that the certificates were irregular in some respect, and 
therefore could not be approved under the terms of his earlier approval of the 
project as a whole, he would forward them to the Treasurer, who would be re 
quired to endorse them to show that they were fully guaranteed, both as to prin 
cipal and interest, by the United States Government. The bonds would then be 
returned to the municipality for sale. 

There are two types of charges which would be authorized by this proposed 
legislation. The first pertains to the administrative costs incurred by the Com- 
missioner. He would be authorized to establish an initial scale of charges which 
he estimates would be required to cover the costs which he expects toincur. The 
Commissioner would also be required to review these charges annually, and to 
make such adjustments in them as experience warranted. The administrative 
charges must be paid before the bonds are transmitted by the Commissioner to 
the Treasurer for final endorsement. 

The proposed legislation also provides that a fee of 1 percent of the face value 
of the bonds shall be charged as a premium designed to provide a pool from 
which losses due to default will be paid. This premium could be paid after the 
sale of the bonds and out of the proceeds thereof. 

Mr. President, it is my hope, and that of the other Senators who joined with me 
in introducing this bill, that it will prove very beneficial in assisting small com- 
munities to build and to improve their essential public works. In particular, 
there are serious deficiencies throughout the entire country in faciliites for the 
disposition and treatment of sewage which should be remedied. 

In regard to my own State of Louisiana alone, it has been ascertained recently 
that only 6 percent of communities with population below 5,000 have public sew- 
erage systems 
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In addition to the improvement of facilities for better health and sanitation, 
nuch useful employment will be generated by the provisions of this bill, and 
[ need not speak of the extreme importance of this aspect, in view of the very 

despread unemployment and partial employment which exists in the country 
today 
It should also be mentioned that, in addition to the importance of the measure 
from the standpoint of the improvement of human health and sanitation condi- 
tions, it would be of importance to the preservation of fish and wildlife. There 
are many areas where the present very inadequate arrangements for the disposal 
of sewage, and particularly the lack of sewage-treatment systems, constitute a 
serious problem of stream pollution. 

I have been advised by both municipal authorities and bond experts that under 

e present circumstances it is virtually impossible for small communities to 
market their bonds for the purpose of providing facilities for better health and 
sanitation. The interest rates are sky high at the present time, and only some- 
thing in the character of a Federal guaranty will make them more marketable. 

I wish to emphasize the fact that the bill, if enacted, will not result in any 

ost to the Federal Government. Provision is made for the payment of admin- 
istrative costs and for the payment of losses which may be the result of default 

bonds guaranteed by the Federal Government. If experience should prove 
that the loss premium of 1 percent of the face value of the bonds is not sufficient, 
Congress could increase the charge, or reduce it if an undue surplus should be 
ccumulated. 

The bill, as presently drafted, applies only to municipalities, but I recognize 
that it will be desirable to make provision for its application to areas which lie 
outside municipal boundaries, and I intend to request that the staff of the Com- 

ttee on Public Works study the problem to determine the best means of pro- 
viding the additional coverage. It would be helpful to the committee and its 
staff if Members of the Senate could indicate particular problems with regard 
to their own States. There are many special types of local government organ- 
izations in the several States, and language should be found to include those 
which are appropriate. 

Despite its many advantages. I should not want to oversell the benefits to result 
from the proposed legislation. Local initiative in instituting worthwhile projects 
in the fields covered by the bill will still determine the extent of the improve- 
ments to be undertaken, and this is as it should be. It must necessarily be true 
inless Federal funds are to be provided directly to finance these projects, and I 
do not believe that the deficit budget which the Government already faces should 
be made worse by the very large expenditures which would be necessary. 

Also, the bill does not remove or attempt to alter in any way the limitations 
at present placed on municipalities by their State legislatures with regard to 
he limits on debts which they may incur or the procedures under which they are 
authorized to issue bonds. It may be necessary that State legislatures give con 
sideration to changes in State laws which would make it easier for local goy- 
ernment agencies to undertake essential public works improvements. I believe 
they would be encouraged to do so by the Federal guaranties which this bill 
would provide. 

Very special credit is due, in my opinion, to the energetic work which has been 
done by the Southwest and Central Municipal Improvement Association of 
Louisiana, and I desire to record my appreciation for their assistance in framing 
the proposed legislation. Their work, and that of numerous other similar 
organizations throughout the country, will be greatly assisted if Congress passes 
the bill. 

I believe it is highly desirable to pass the proposed legislation during the pres- 
ent session, and I very much hope that the committee will be able to give care- 
ful consideration to it without delay. I also hope that Members of the Senate 
will find the time in their already overcrowded schedules to study its provisions 
and to give support to it, both in the committee and when it reaches the Senate 
floor, as I hope it will. 

Mr. President, in support of the bill, I ask unanimous consent to have printed 
at this point in the Record the text of two letters I have received, urging the 
passage of the proposed legislation. 

The Presiding Officer (Mr. Ferguson in the chair). Is there objection? 
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(There being no objection, the letters were ordered to be printed in the Record, 
as follows :) 

NEW ORLEANS. 
Hon. RUSSELL LONG, 
United States Senator, Washington, D. C. 

My Dear SENATOR LonG: It is my understanding that you are in the process 
of preparing a bill which will make Federal aid available to municipalities to 
assist them in financing the construction of sanitary sewerage systems. We 
believe that this is an extremely worthwhile and valuable project. As munic- 
ipal bond attorneys, we have realized that it is virtually impossible for com- 
munities of less than 5,000 population in Louisiana to finance the construction of 
essential sewerage facilities. Property assessments are generally too slow to 
enable them to finance the improvements by the issuance of ad valorem tax 
bonds and the number of potential customers is too small and construction costs 
too high to permit them to issue and market sewerage revenue bonds payable 
solely from the revenues derived from the operation of the systems. It is our 
feeling that if the Government would guarantee the payment of revenue bonds 
issued by the municipalities in principal and interest, the bonds could be mar- 
keted in regular investment banking channels at competitive interest rates. 

We believe that the Government could work out a system of insurance and 
charge the municipalities a fee based upon the principal amount of the bond 
issue to cover the cost of operating the program. Naturally, we feel that munic- 
ipalities should market securities on the open market at public sale in order to 
secure the lowest interest cost. For that reason we think that Government 
participation in financing such a program should be limited to that of an insurer 
This would eliminate overburdensome and cumbersome procedures which have 
characterized some Government-aid programs in the past. 

We realize that there are a number of problems which would have to be solved 
in setting up a program of this type, but we are confident that with leadership 
such as yours any obstacles can be overcome. We would be pleased to assist you 
in any way which you may deem advisable in the preparation of the proposed 
legislation and would be pleased to hear from you about the progress of the 
legislation. I would also like to say that in my capacity as general counsel of 
the Republican Party in Louisiana, I will exert every effort possible to assure 
the passage of any bill you are successful in introducing. 

With best wishes and kind personal regards, I am, 

Yours very truly, 
Foitrey, Cox & JUDELL, 
HAROLD B. JUDELL. 


GUARANTY Bank & Trust Co., 
Lafayette, La., March 25, 1954. 
Hon. Russett B. Lone, 
United States Senate, Washington, D. C. 


Dear SENATOR LONG: Last night the writer attended a very enthusiastic meet- 
ing in Youngsville at which the subject of sewers became the main topic of the 
evening. I brought out to this group about the meeting that you attended last 
year in Lafayette, and someone in this group stated that you were drafting 2 
bill and would present it in this session of Congress. 

It is of no use for me to tell you that if a bill of this kind is presented to Con- 
gress, that you will get the wholehearted support, naturally, of all small, grow- 
ing communities throughout our growing State, and I feel sure that this state- 
ment will meet with the approval of all other communities throughout this great 
country of ours. 

As president of the Lafayette Chamber of Commerce and chairman of the 
Lafayette Parish Planning and Development Commission, you can count on me 
100 percent to assist in whatever way possible in making this project a reality. 

Awaiting your reply and with kind personal regards, I am, 

Sincerely yours, 
R. J. CASTILe, 
President. 


Mr. Lona. Mr. President, I ask unanimous consent that the text of the Dill 
be printed at this point in the Record. 
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There being no objection, the text of the bill (S. 3315) was ordered to be 
printed in the Record, as follows :) 


Be it enacted, etc.— 
Sperion 1. That this act may be cited as the “Municipal Improvements Act 
of 1954.” 
DECLARATION OF POLICY 


Sec. 2. It has been the policy of the Congress to assist wherever possible the 
States and their political subdivisions to provide the services and facilities 
essential to the health and welfare of the people of the United States. 

The Congress finds that in many instances smaller municipalities which seek 
to provide essential community facilities through the issuance of debt obliga- 
tious are unable to raise the necessary funds at reasonable interest rates. 

It is hereby declared to be the policy of the Congress to assist such communi- 
ties to market at a reasonable interest rate their obligations, issued to finance 
such essential facilities as specified herein, by guaranteeing the payment of 
interest and principal thereon, subject to the conditions set forth below. 


DEFINITIONS 

Sec. 3. As used in this act— 

(1) The term “Commissioner” means the Federal Housing Commissioner, or 
such other officer of the United States as may be designated by the President. 

(2) The term “public works” means works for the storage, treatment, purifi- 
cation, or distribution of water; sewage and sewer facilities (including sewage 
treatment works) ; and gas distribution systems. 


FEDERAL GUARANTY 


Sec. 4. (a) Bonds hereafter issued by any municipality having a population 
of less than 10,000 inhabitants at the time of the last Federal census, for the 
purpose of financing a public work, when approved by the Commissioner and 
endorsed by the Secretary of the Treasury as hereinafter provided, shall be 
fully and unconditionally guaranteed as to interest and principel by the United 
States. 

APPLICATION FOR FEDERAL GUARANTY 


Sec. 5. (a) No proposed bond issue shall be approved by the Commissioner 
for a Federal guaranty under this act except upon written application made by 
the local governing body of a municipality. Such application shall set forth— 

(1) the purpose for which such bonds are to be issued ; 

(2) the aggregate amount of the bonds proposed to be issued ; 

(3) an opinion by the chief legal officer of the State to the effect that the 
proposed bond issue is lawful under applicable State law ; 

(4) plans and specifications of the public work proposed to be financed by 
the bond issue ; 

(5) astatement of the need to be served by such public work ; 

(6) the interest payable under the terms of the proposed bond issue ; 

(7) dates bonds will be matured and payable; 

(8) the reasonable life expectancy of the proposed public work ; 

(9) the source or sources of revenues from which the applicant proposes to 
meet the interest and principal charges on such bond issue ; and 

(10) such other pertinent and necessary information as the Commissioner 
may by regulation require. 

(b) Within 6 months after the receipt of any application for a Federal guar- 
anty, which includes all pertinent and necessary information required by the 
act of regulations duly issued in pursuance thereof, the Commissioner shall 
notify the applicant whether such application has been approved or disapproved. 
In any case where such application is disapproved the Commissioner shall set 
forth in the notice of rejection the specific reasons for disapproval, and shall 
advise the applicant that an amended application may be filed whenever the 
applicant can overcome the specific defects of the earlier application. 


APPROVAL OF APPLICATION 


Sec. 6. (a) Any application filed pursuant to section 5 shall be approved by 
the Commissioner if he shall determine that— 

(1) the public work to be financed by the proposed bond issue is needed by 
the community to be served thereby ; 
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(2) the proposed public work is well designed to meet a specific community 
need ; 

(3) the municipality has authority under applicable State and/or local law to 
issue the proposed bonds, and can reasonably anticipate revenues (through the 
usual tax sources, special assessments, or other fees and charges) to meet a 
interest and principal charges arising therefrom ; 

(4) the bonds proposed to be issued will be so secured as to protect the interests 
of the United States; 

(5) the municipality issuing the proposed bonds will be legally obligated 1 
apply the proceeds from the sale of such bonds for the construction of the 
proposed public work and necessary expenses incidental thereto, including t! 
charges permitted under section 8, but for no other purpose ; 

(6) the term of the proposed bonds will not exceed the reasonable useful life 
of the public work to be financed thereby ; and 

(7) the terms of the proposed bond issue (including the aggregate amount 
of the bonds to be issued) are reasonably adapted to meet the specific needs for 
which such issue is authorized. 

(b) Upon the approval of any application for Federal guaranty under this 
act, the Commissioner shall notify the applicant of such approval in writing and 
shall set forth in the notice of approval the specific terms and conditions applir 
able to the proposed bond issue upon which such approval is based. A copy of 
such notice shall be forwarded at the same time to the Secretary of the Treasury 


APPROVAL AND ENDORSEMENT OF BOND CERTIFICATES 


Sec. 7. (a) Within 1 year after the receipt of a notice of approval as provided 
in the preceding section, the applicant may submit to the Commissioner the bond 
certificates proposed to be issued by it. Within 30 days after the receipt of suc: 
certificates the Commissioner shall (1) approve such certificates as being 
conformity with such notice of approval, or (2) notify the applicant of the 
specific respects in which such certificates are deficient, and accord the applicant 
a reasonable time in which to submit new certificates. If the Commissioner sha] 

pprove such certificates, he shall forward them to the Secretary of the Treasury 
who shall cause to be endorsed on the face of such certificates a statement declar- 
ing that the obligation represented by such certificates is fully and unconditio: 
ally guaranteed as to principal and interest by the United States. Any suc! 
certificates which are so endorsed shall be promptly returned to the applicant 
for issuance. 

(b) Any bonds approved and endorsed as herein provided shall be lawful 
investments, and may be accepted as security for all fiduciary, trust, and publi: 
funds, the investment or deposit of which shall be under the authority or contro 
of the United States or any officer thereof. 


CHARGES PAYABLE BY APPLICANT 


Sec. & (a) Any applicant whose application for guaranty has been approved 
under this act shall pay a reasonable service charge to assist in defraying ad- 
ministrative expenses under this act. The rate at which any such charge shall be 
made shall be determined by the Commissioner as soon as possible after the date 
of enactment of this act, and shall be redetermined at the beginning of each f'scal 
year thereafter. Insofar as possible such rate shall be fixed with a view to ob- 
taining revenue sufficient to cover all expenses incurred in the administration of 
this act. Any such service charge shall be payable in full to the Commissioner 
by the applicant. before the Commissioner forwards the bond certificates of such 
applicant to the Secretary of the Treasury for endorsement. 

(b) Any such applicant shall also pay a premium charge to cover anticipated 
losses under this act. Such charge shall be at the rate of 1 percent of the total 
face value of the bonds guaranteed pursuant to any approved application. Any 
such premium charge shall be payable in full by the applicant not later than 30 
days after the date on which the applicant makes the first sale of any such guaran- 
teed bond. 

DEFAULT ON GUARANTEED BONDS 


Sec. 9. In the event that any municipality, or other political subdivision, shall 
be unable to pay upon demand, when due the principal of, or interest on, any 
bonds guaranteed under this act, the Secretary of the Treasury shall pay to the 
holder the amount thereof, which is hereby authorized to be appropriated out of 
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ny moneys in the Treasury not otherwise appropriated, and thereupon to the 
al I 


xtent of the amount so paid the Secretary of the Treasury shall succeed to all 
the rights of the holder of such bond. 


TAX EXEMPTION 


Sec. 10. Any bonds guaranteed under this act shall be exempt 


, both as to 
principal and interest, from all taxation now or hereafter imposed by the United 


States or any district, Territory, or possession thereof, or by any State, county, 
municipality, or other local taxing authority. 








LIMIT ON 





AMOUNT 





OF 





OUTSTANDING 





BONDS 





SEC 


rhe aggregate amount of bonds which are outstanding and guaranteed 
inder this act shall not exceed $200 million. 





AUTHORITY TO ISSUE 





REGULATIONS 








Sec. 12. 





The Commissioner may issue such regulations, consistent with the 


rovisions of this act, as may be necessary to carry out the purposes of this act. 

Senator Leaman. May I ask this: Your bill last year did provide 
for the issuance of revenue bonds with a guarantee from FHA ? 

Senator Lone. Yes. 

Senator Lenman,. It came before the 

Senator Lone. It was the guarantee of the Secretary of the Treas- 
iry. And it was so contrary to Senator Bush’s banking experience 
that the Federal Government should guarantee a tax-exempt bond 

iat he felt it was unprecedented and that it was a precedent. that 
should not even be considered. Therefore, I felt it might be better to 
ise the precedent that we had already established with regard.to the 
ane 

‘nator SPARKMAN. May I ask you Just a question or two. I under- 
stan d you have covered this, but I would like to review it a little bit for 
my own benefit. ‘There is a question in my mind as to the need of 
setting up a new organization. What you are really trying to do is 
to carry into effect the intent that C ongress has expressed on several 
different occasions—that is, to make these loans available in some man- 
ner to the smaller municipalities ? 

Senator Lone. Well, as you know, Senator Sparkman, prior to his 
death Senator Maybank fought every year to make funds available 
for this matter. As a matter of fact, Senator Maybank tried to on 
occasions bypass the Appropriations Committee by setting up a revolv- 
ing fund so that the loans could be made from year to year. He was a 
member of the Appropriations Committee, but he felt that there is 
where he was running into the snag in trying to make these loans avail- 
able to smaller communities. 

You may recall that the Appropriations Committee would only give 
you about—I would like to get the figure—$2 million last year. By 
the time it came through conference that was all that you could get 
for the nationwide program, where you have all these cities needing 
some assistance. 

Senator SparKMAN. Originally the RFC had this authority. 

Senator Lone. That is correct. 

Senator Sparkman. When we discontinued RFC, we transferred 
the various functions which we thought ought to be continued to other 
agencies to carry into effect, and we wrote into the law that I believe 

$50 million should be available for the purpose of making these loans. 
But instead of designating the agency to carry out that program as 
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we did in the various others, we left it open in order that the Preside: 
might designate the agency. Is that not correct ? 

Senator Lone. That. is correct. 

Senator SrarkMAN. The President never did designate that agency 
until last year Congress restated its intent and designated the HHF\ 
as the agency. 

Senator Lone. You can say the President never did designate an 
agency—period. Because after he failed to act, then Congress wrote 
it into the law. That was Senator Maybank’s amendment. 

Senator SparkMAN. Designating the HHFA. 

Senator Lone. Yes. 

Senator SparkMAn. Now, is it not true also that even following that 
the budget has neglected to make a recommendation for carrying into 
effect. the expressed intent of Congress and that even the $2 million 
appropriated last year was outside of the budget recommendation / 

Senator Lone. That is correct. 

Senator SparKMAN. Now, what you are trying to do, as I under 
stand it, is to write a provision into the law ‘that we can be assured 
will be executed in accordance with the intent of Congress. 

Senator Lone. And that is why I propose to set up a separate corpo 
ration. 

Senator Sparkman. With direction to do that job? 

Senator Lone. That has that authority and that is expected and 
directed to do that job. 

Senator Sparkman. If you had the assurance the HHFA would 
carry out the program, that the Budget Bureau would ask for the 
money, and the program would be carried out, you would not 
especially c are for a new organization ¢ 

Senator Lone. Well, if the job was being done, I probably would 
not be submitting a bill to set up a separate corporation to do it, but, 
as I suggested in my earlier statement, Senator Sparkman, when we 
decided we wanted to develop the St. Lawrence seaway we just set 
up a separate corporation, we gave them $100 million and said, “Here. 
You go do this job, and we want a turnkey job done.” 

Now, it occurs to me the way to get this type of task done is to set 
up a corporation that has a responsibility toward the entire Nation, 
to provide it with the funds, and then to expect it to go out here and 
make the loans where they are needed in order to see that the financing 
is available and to try to get this job done. 

I was amazed to find that the report was that 94 percent of the com- 
munities in my State under 5,000 do not have these facilities. I believe 
that you would find that other States have a problem almost as press 
ing. perhaps more so. 

When you have that large a job to be done, it seems to me we ought 
to set up someone with funds to go ahead and get the job done. And 
the reason I used the head—the Administrator of the Housing and 
Home Finance Administrator—to be the head of the Corporation was 
that he has a nationwide staff available to supply him with informa- 
tion without setting up district offices if just one or two applications 
come from one particular State. But I do provide here for a full- 
time deputy who has this as his responsibility and nothing more—to 
survey this need and see that action is taken where it exists and when 
the applications are sent in. 

Senator SparkMaN. Thank you very much. 
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Senator Lenman. I think it is well for the record to show that 
the only appropriation that has been made is one of $2 million and 
that that appropriation of $2 million was not for the purpose of con- 
struction but merely for the purpose of drawing up preliminary plans. 
Furthermore, I think the record should show that the Administr ator 
yesterday testified that this sum of $2 million was so completely in- 


adequate even to start drawing plans that they discouraged applica 
tions from the municipalities. 


Senator Lona. Well, as a matter of fact, you heard the witness of 
the American Municipal Association testify that the State of Oregon 
itself has a program of almost that magnitude, and that is not one 
of the larger States. 

Senator SparKMAN. Thank you very much. 

The next witness is Dr. Justin Andrews, Assistant Surgeon General. 

Dr. Anprews. I have Mr. MacKenzie with me. 

Senator SparkMAN. Dr. Andrews, we have a letter from Mrs. 
Hobby relating to this bill that was introduced by Senator Capehart, 
S. 1565. 

Dr. Anprews. That is correct. 

Senator SparKMAN. This will be placed in the record in full. 

(The letter referred to follows :) 

{ir pollution 
DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE, 


May 12, 1955 
lion. J. W. FULBRIGHT, 


Chairman, Committee on Banking and Currency, 
United States Senate. 

DEAR Mr. CHAIRMAN: This letter is in response to your request of March 29. 

1935, for report on S. 1565, a bill to amend the National Housing Act by adding 
ane w title thereto providing authority for technical research and studies on prob- 
lems of air pollution generally and establishing a loan program to aid in the 
installation of air pollution prevention equipment. 

The Secretary of Health, Education, and Welfare would be directed to under- 
take a program of technical research and studies and of extension of guidance 
and assistance to local communities on smoke abatement and air pollution pre- 
vention and control. The bill would authorize the appropriation of such sums as 
may be necessary for the research and technical assistance program, not to exceed 
S35 million. 

The Housing and Home Finance Administrator would be authorized to make 
loans to business enterprises or to purchase their obligations to aid in financing 
facilities which would substantially reduce the amount of smoke or air pollw 
tion in the community. The bill would authorize appropriation of such sums as 
may be necessary to carry out the financial assistance program with commitments 

mited to a maximum of $50 million outstanding at any one time. 

Our comments on S. 1565 are related primarily to those provisions of the bill 
pertaining to research and technical assistance, which would be administered 
through this Department. We will not attempt to provide a detailed evaluation 
of the financial assistance provisions. Information available to us does not indi 
cate that lack of available credit is a serious deterrent to the installation of air 
pollution control facilities by business enterprises. The development of better 
technical data on control requirements and mechanisms is, in our opinion, the 
principal immediate need. 

Within recent years, evidence has increased rapidly that air pollution is 
idversely affecting the health and welfare of the population in many urban and 
industrialized communities. The publicity given to certain areas in which the 
problems Sandiieune critical only highlights a more general condition in many 
urban areas of our country. While considerable success has been attained by 
municipalities in the control of smoke discharges, the general problem of air 
pollution due to other forms of particulate matter, vapors, and gases has in- 
creased in severity with the growth and greater technical complexity of eco- 
nomie and community activities. The control of air pollution is hampered by 
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inadequate scientific knowledge concerning the production, nature, interactions, 
effects, and atmospheric dispersal of air pollutants and by lack of effective con- 
trol procedures in some cases. 

The Public Health Service of this Department is currently conducting and sup- 
porting air pollution research under existing authorizations relating to health 
There is, however, need for broader legislative authorization to encompass re- 
lated community aspects of air pollution. In general, the research provisions 
of the proposed bill would accomplish this but certain modifications of the de 
tailed provisions are desirable. In order to make explicit the authority to un 
dertake the comprehensive research studies needed, we suggest that the language 
in section 1002 (a) be broadened to include research concerned with both “haz 
ards and effects” as well as “causes” of air pollution. Also, in the same sub 
section, we believe that the language authorizing the extension of guidance and 
assistance to local communities in air pollution prevention and control should be 
broadened to include “States.” 

A number of Federal agencies now have responsibilities relating to air pollu- 
tion but not directly concerned with a program designed to extend technical 
assistance to States and local agencies for air pollution control. It is assumed 
that this bill does not intend to limit or supersede such existing authorities but 
the addition of a specific saving clause to this effect would be appropriate. 

Solution of the complex research problems of community air pollution will 
require the attention of industry, public agencies, and nonprofit research organi- 
zations. In the overall program, industry is making contributions by the solu- 
tion of specific plant problems arising from its own operations and is spending 
considerable sums on such research. Nonprofit research organizations also are 
currently engaged in air pollution research to a limited extent and could be uti- 
lized to a greater degree to the public benefit. It is suggested that the bill be 
amended to provide specifically for cooperative studies with industry and other 
private organizations since this is an important adjunct to an overall program 
of research and study on community air pollution problems. In addition to the 
provision for contract research, we believe that authorization for grants to public 
and private agencies and institutions for research, training, and demonstration 
projects should be included. In these ways, the resources available to outside 
organizations could be utilized more effectively in the overall program. 

Limitation of $3 million in the authorization for appropriation, included in 
section 1002 (d), is not considered desirable. Many of the required research 
studies, such as those concerned with chronic effects in humans and animals will 
require long-term observations and expenditure of considerable sums. An over- 
all appropriation limitation does not appear suitable to these circumstances since 
it bears little relationship to the question of how much money should be devoted 
to a particular purpose in any one year. We consider it preferable, therefore, 
that no appropriation limitation on the research program be included and that 
financial control be exercised through the usual annual appropriation proce- 
dure. 

In summary, this Department is in agreement with the research and techni- 
cal assistance objectives of the bill. We recommend favorable consideration of 
the provisions of the bill authorizing research and technical assistance on air 
pollution, with modifications as suggested above. 

The Bureau of the Budget advises that it perceives no objection to the sub- 
mission of this report to your committee. 

Sincerely yours, 


Oveta CuLp Hospsy, Secretary. 


STATEMENT OF DR. JUSTIN M. ANDREWS, ASSISTANT SURGEON 
GENERAL, ACCOMPANIED BY V. G. MacKENZIE, ASSISTANT CHIEF, 


DIVISION OF SANITARY ENGINEERING SERVICES, PUBLIC 
HEALTH SERVICE 


Senator SparkKMAN. Do you have an additional statement, Dr. 
Andrews / 

Dr. Anprews. No, sir. We would be glad to answer any questions. 

Senator SparkMAN. But you will respond to questions / 

Dr. Anprews. Yes. 
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Senator SparKMAN. Senator Capehart, yesterday you were asking 
that Mrs. Hobby come up. However, Dr. Andrews had already been 
asked. 

Senator Caprnarr. You are from the Department of Health, Edu- 
cation, and Welfare / 

Dr. Anprews. Yes, sir. 

Senator Carenuarr. I think we had a few questions. 

Sentaor SPARKMAN. You go right ahead. 

Senator Caprnarr. | see Mrs. Hobby wrote a letter. I have not 
had a chance to read it. Do you or do you not endorse this smoke bill / 

Dr. Anprews. Yes, we are in general agreement with the research 
and technical assistance objectives of the bill. 

Senator Caprnarr. Of course, you know nothing about the other 
end of it? That is not your department ? 

Dr. Anprews. That is correct. 

Senator Carenartr. Let me ask you: It has been testified you are 
doing some work on the project at the moment. How much money 
do you have, and how many people in the department ? 

Dr. Anprews. In this fiscal year, the amount of $182,000. 

Senator Careimarr. $182,000? 

Dr. ANprews. Yes. And for fiscal 1956, $494,500 has been requested. 
This is exclusive of research grants in this field, which would total 
in 1955 about $125,000. 

Senator Carenarr. How many people do you have in the depart 
ment ¢ 

Dr. ANprews. We cannot give you an exact figure on that, Senator 
Capehart, but can supply one for the record if you wish. 

(The information requested is as follows: For air-pollution research 
and technical assistance—29 positions in fiscal year 1955; 84 positions 
in fiscal year 1956.) 

Senator Carenarr. Well, do you feel you have sufficient funds and 
sufficient personnel under your existing department to do the mor 

Dr. Anprews. Well, the limitations of funds and personnel, « 
course, are determined by a number of administrative sees, 
I think the technical people could always use more money or more 
people to advantage here. But these have to be balanced against other 
considerations. 

Senator Carenarr. How serious is this problem ¢ 

Dr. Anprews. We believe air pollution is a nationwide problem. 
We have no exact figures on the extent of it, but it is probable that 
most cities of 35,000 population or more are making some expenditure 
for the control of air pollution. Based on the best information we 
have, there are air-pollution problems in about 10,000 communities. 

Senator Carenart. There is no question, of course, but what this is 
an interstate matter ? 

Dr. Anprews. Yes, it has interstate aspects; that is true. 

Senator Capenartr. Well, smoke, of course, goes from one State to 
the other. And then you have cities, of course, right along State lines. 
If one city on a State line tried to clear up their smoke ‘and the city 
across the State line did not do it, you are not going to get very far, are 
you? 

Dr. Anprews. That is correct; yes, sir. 

Senator Carenarr. I mean it is an interstate matter. No question 
about that. It is both an intrastate and an interstate matter. 
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Dr. ANprews. Yes indeed. 

Senator Capenart. What is the situation in Los Angeles? I mean 
have you been able to do anything about that bad situation out there / 

Dr. Anprews. We have had personnel from the Public Health Serv- 
ice assigned to the State to assist in defining the problem and seeing 
what the nature of it was, and they are still employ ed out there work. 
ing with the State health department officials on that problem. | 
think that they have made a preliminary report, but they certainly 
have not come to any final decision regarding the entire nature and 
scope of the problem. 

Senator Capenarr. How many cities have actually cleared up their 
smoke situation by. “2 percent outside of St. Louis ¢ 

Dr. ANDREWS. Louis, of course, is one outstanding example. 
Pittsburgh is sath I do not know exactly how many other cities 
have cleaned it up. Many of them are making efforts to, but it is a 
very expensive undertaking. 

Senator Capenartr. The bill that is before us which I introduced 
together with others is, of course, predicated upon the city or the State 
or the municipality doing certain things. Otherwise we do nothing. 
The research end, of course, is research from a national standpoint, 
but the guaranteeing of loans under FHA is predicated upon them 
taking certain action. Primarily the rules and regulations should be 
written that they would not loan anybody any money unless the city 
council, of course. passes a law requiring that they do certain things. 
The idea of the bill is that if there is any small company in the manu- 
facturing or processing business or other service business that just 
cannot do it, cannot get the money from any other source, then the 

lederal Government would step in and help by guaranteeing a loan to 
them to do certain things to eliminate their smoke. 

In brief, that is what the bill proposes to do. If it does not, it ought 
to be changed to do only that—plus, of course, the funds for your de- 
partment on research. 

I think that is all the questions I have, Mr. Chairman. 

Senator SparKMAN. Let me see if I understand correctly your posi- 
tion. You approve of the objectives of the bill. Do you approve of 
the terms of it ? 

Dr. Anprews. We approve of the authorization for research and 
technical assistance, Mr. Chairman. We are making no recommenda- 
tions regarding the financial assistance portion of the bill. 

Senator SparkKMAN. Now, let me ask you: You spoke, in response 
to Senator Capehart’s question, of agreeing with him as to there being 

1 Federal responsibility in the case of air pollution. Of course, the 
sume would apply to stream pollution, would it not ? 

Dr. Anprews. Yes, sir; that is correct. 

Senator SparKMAN. And sewage-disposal plants are a part of clean- 
ing up stream pollution, are they not? 

Dr, Anprews. Yes, indeed. 

Senator SparKMAN. In other words, this fits in almost an exact 
pattern the proposal by Senator Long, does it not ? 

Dr, Anprews. Yes, indeed ; it does. 

Senator Sparkman. I believe that is all. Thank you very much. 


Did the other gentleman have a statement to make? Mr. Mac- 
Kenzie? 
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Mr. MacKenzir. No, sir. 

Senator SpaRKMAN. Mr. Scott, Mr. McLeaish and Mr. Smith, we 
are glad to have all three of you with us. You may proceed in your 
own Way. 


Farm housing 


STATEMENT OF KENNETH L. SCOTT, DIRECTOR, AGRICULTURAL 
CREDIT SERVICES, DEPARTMENT OF AGRICULTURE, ACCOM- 
PANIED BY R. B. McLEAISH, ADMINISTRATOR; AND HENRY C. 
SMITH, DEPUTY ADMINISTRATOR, FARMERS HOME ADMINISTRA- 
TION 


Mr. Scorr. Thank you, Mr. Chairman. 

Although the Department has already reported on S. 789 and S. 
1022, we appreciate this opportunity to discuss the Department’s 
views on these two bills and the farm housing loan situation gen- 
erally. 

Undoubtedly, there is a great need for improvement in the dwell- 
ings and other buildings on many farms. One has only to drive 
through the countryside to recognize this need. The Department’s 
position, however, has been that on family-type farms legislative au- 
thority already exists to meet this need so far as it should be met by 
Government direct or insured loans. 

During the last Congress, amendments were enacted to title I of the 
Bankhead-Jones Farm Tenant Act which strengthened the authori- 
ties for direct and insured farm ownership loans to a point where ade- 
quate authority and very substantial funds are available to meet the 
credit needs of persons who own and operate family-type farms and 
who wish to construct, repair, or remodel their farm buildings. Title 
I of the Bankhead-Jones Farm Tenant Act authorizes the insuring of 
loans of up to $100 million each fiscal year. In addition, about $19 
million has been available each fiscal year for direct loans for the same 
purpose. The difference in the direct and insured programs is that 
to be eligible for an insured loan, the applicant must have the equiva- 
lent of a 10 percent down payment either in cash or as an equity in 
the farm he owns. Most applicants for this type of assistance do have 
at least a 10-percent equity in their farm, although some, of course, 
already have their farm mortgaged heavily and are unable to qualify 
for insured loans because of the 10-percent requirement. 

There are farmers and ranchers in need of housing loans who can- 
not qualify for farm ownership loans. For ex ample, in the West, 
applications have been received from ranchers who reside on small 
tracts of land and depend upon leasing arrangements to secure the 
rangeland needed to carry on their 1 -anching operations. Because the 
farm on which one of these applicants may reside is not in itself of 
suflicient size to constitute a family-type farm, we are not able to as- 
sist this applicant with a farm-ownership loan. Also, there are farm- 
ers and ranchers operating units larger than family-type farms who 
for one reason or another are unable to secure the necessary credit to 
improve their farm buildings to an acceptable standard. 

In our report on S. 789 and S. 1022, we stated that if the Congress 
desires to make credit available to construct, repair, or remodel build- 
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ings on farms that are larger or smaller than family-type farms, then 
we favored the enactment of S. 1022 rather than S. 789. We believe 
that if these individuals are to be assisted, then it would be more 
practicable to enact the essential features of S. 1022 than to extend 
title V of the Housing Act of 1949 as proposed by S. 789. There are 
three important differences between the two bills which seem to us to 
make S. 1022 preferable to S. 789: 

1. Under S. 1022, a farm is described as a parcel or parcels of land 
operated as a single unit by a person the preponderance of whose time 
is devoted to operating the farm and who receives the preponderance 
of his income from farming. This compares to the eligibility require- 
ment contained in title V of the Housing Act of 1949, as amended, 
wherein a farm is described as a parcel or parcels of land operated as 
a single unit which customarily produces or is capable of producing 
commodities for sale or home use of a gross annual value of not less 
than the equivalent of a gross value of $400 in 1949. This definition 
permits small tracts of only a few acres to qualify as farms, with the 
result that many of these loans would be made to rural residents or 
persons who reside in suburban areas and devote practically all of their 
time to off-farm work. The enactment of S. 789 would not change this 
definition of a farm. We believe the definition of a farm should be 
changed as provided in 8. 1022 to assure that loans would be made to 
bona fide farmers. 

2. Authority is provided in S. 1022 to insure loans made by private 
lenders in the same manner as other Farmers Home Administration 
insured loans. This insured loan authority is working well in connec- 
tion with farm ownership and soil and water conservation loan pro- 
grams of the Farmers Home Administration. We are giving further 
consideration to the portion of the interest which might properly be 
paid to the lender under the insured loan program. 

3. S. 1022 would establish the interest rate on loans at not to exceed 
5 percent compared to a fixed 4 percent rate contained in the existing 
provisions of title V of the Housing Act of 1949 which would not be 
changed by 8. 789. Title I of the Bankhead-Jones Farm Tenant Act 
also provides for an interest rate of not to exceed 5 percent on direct 
loans and not to exceed 4 percent plus a 1-percent insurance charge on 
insured loans. Both direct and insured farm ownership loans under 
title I of the Bankhead-Jones Farm Tenant Act are presently being 
made at 414 percent interest charge to the borrower. We believe that 
the interest rate charges on farm housing loans either under S. 789 or 
S. 1022 should be the same as for direct and insured farm ownership 
loans. The interest rate, of course, is an important factor for msured 
loans because of the necessity for securing the participation of private 
lenders. Our experience has been that the insured loan program be- 
comes practically inoperative unless some flexibility is permitted to 
adjust the interest rates reasonably to the current investment picture. 

There is one technical provision which should be included in S. 1022 
if it is to be enacted. This change was not detected previously so was 
not included in our report on this bill. A new section 3 should be 
added at the end of the bill as follows: 

Sec. 3. The first paragraph of section 24, chapter 6, of the Federal Reserve 
Act, as amended (12 U. 8S. C., 1952 edition, 371) is hereby amended by inserting 


after the phrase “or the act of August 28, 1937, as amended” the following, “or 
title V of the Housing Act of 1949, as amended.” 





HOUSING ACT OF 1955 161 


This provision is included in the insured loan authority of title I 
of the Bankhead-Jones Farm Tenant Act, as amended, and the Act of 
August 28, 1937, as amended, which authorizes insured soil and water 
conservation loans. The provision would operate to remove some of 
the restrictions on national banks which otherwise might make it 
impossible for them to advance funds for the insured loans. For ex- 
ample, it would lift the restriction under which they can make a real- 
estate loan only up to 60 percent of the value of the property. 

Senator SparKMAN. Mr. McLeaish, do you have a statement also? 

Mr. McLeaisH. No, sir. 

Senator SPARKMAN. Mr. Smith, do you have one? 

Mr. Smirn. No, sir. 

Senator SPARKMAN. Senator Capehart? 

Senator Carrnarr. No questions. 

Senator SPARKMAN. Senator Bush / 

Senator Busu. No questions. 

Senator CareHart. The statement speaks for itself. 

Senator SPARKMAN. Senator Payne? 

Senator Payne. No questions. 

Senator SparKMAN. Mr. Scott, I wonder if you could supply for the 
record a table showing what has been done in the farm housing pro- 
gram under this law since its adoption and, if it is not difficult ‘to do, 
if there could be a comparative table showing what has been done 
under the Bankhead-Jones Act during the same time. 

Mr. Scorr. We would be very glad to do it. 

Senator SPaRKMAN. That will not be diffic ult, will it ? 

Mr. McLxatsx. Not too difficult, Senator. We will furnish it for 
the record. 

(The information requested follows :) 
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Senator SparkMAN. My understanding is that this program did 
work very well while it was being used. Is that not true? 

Mr. McLeatsn. I will let Mr. Smith answer that. I was only with 
it one year. 

Mr. Smiru. There were 18,919 loans made during the period 1950 
through 1953 for approximately $97 million, There is still outstand- 
ing on those loans, Senator, approximately $77 million. 

Senator SPaARKMAN. $77 million? 

Mr. Smiru. Yes, sir. 

Senator SrarkMAN. That is practically 19,000, just in round num- 
bers, of loans for $97 million, with $77 million outstanding. 

Mr. Smiru. That is right. 

Senator SparKMAN. What is the delinquency rate ? 

Mr. Smirn. As of December 31, 1954 the regular payments as a per- 
‘ent of the scheduled installments on these loans was 105.6 percent. 

Senator SPARKMAN. 105.6 percent paid up ? 

Mr. Smiru. Yes, sir. 

Senator SparkMAN. How about foreclosures? 

Mr. Smiru. Very few number of foreclosures. 

Senator SparKMAN. You would say it has been a good program / 

Mr. Smirn. From a repayment record, yes, sir. 

Senator SparKMAN. That is what I mean. 

Mr. Smiru. Yes, sir. 

Senator Payne. What is the average length of time of the loan, Mr. 
Chairman ? 

Mr. Smiru. The average length is approximately 20 years. 

Senator Payne. Approxim: itely 20 years ¢ 

Mr. Suirx. Under the statute the loan could be scheduled up to 3: 
years. 

Senator Payne. Based upon the total that you had outstanding and 
and the amount that is outstanding as of the present time, if you com- 
pute that on loans issued from 1950 to 1953, with approximately a $20 
million repayment that has been made, it figures out so it is practically 
in line ¢ 

Mr. Smiru. Yes, sir. 

Senator SparkMAN. During 1954 the program was not used. I[ 
mean this particular law was not used. Instead, the Bankhead-Jones 
Act was used. That is correct, is it not? 

Mr. Smirx. That is right, sir. 

Senator SparkMaAN. Did you have any appreciable increase in 
Bankhead-J ones loans during that time ? 

Mr. Smirn. This year, sir, beginning July 1, 1954, through April 
30, 1955, we have advanced Bankhead-Jones loans of about $40 million, 
both direct and insured, to approximately 3,600 farms over the Nation. 
That is some substantial increase in the Bankhead-Jones business this 
year. 

Senator SparKMAN. About how much? 

Mr. Smrru. The increase is in the insured mortgage field. We had 
$19 million of direct farm ownership funds. 

Senator SparKMAN. Nineteen? 

Mr. Smrrx. $19 million this year. 

Senator SparkMAN. Well, is that what would have been under this 
Act? Not necessarily, is it? 
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Mr. Smrrn. This is approximately double the Bankhead-Jones 
volume of business that is normal. 

Senator Sparkman. Your Bankhead-Jones Act can make both 
types of loans and has been making both types all along, both the in- 
sured and the direct ? 

Mr. Smiru. That is right, sir. 

Senator Sparkman. In fact, the insured loan just came into being 
after the war ? 

Mr. Smirn. Yes. 1946. 

Senator SparKMAN. But prior to that time it had been only direct 
loans ¢ 

Mr. Smrru. That is right. 

Senator SparKMAN. Now you make both? 

Mr. Smirn. Yes. 

Mr. McLeatsu. Senator, if I may interpose here, the reason we have 
been restricted to direct loans in farts ownership except for a small 
percentage was the negotiation with private lenders. Now we have 
negotiated with private lenders, and we have commitments of $76 
million this year for insured loans, both farm ownership and soil and 
water, compared with $8.5 million last year. 

Senator SparKMAN. In other words, your insurance program is 
growing ¢ . 

Mr. McLaatsn. It is growing, yes, sir. 

Senator SpARKMAN. Very much like the FHA program originally? 
They had to take hold gradually. 

Mr. McLeatsu. We have had to go out and sell the lending imsti- 
tutions. 

Mr. Scorr. Mr. Chairman, we are very encouraged about the ex- 
perience to date with this insured loan program. We think it has 
many advantages. 

Senator SPARKMAN. You know, if I am not mistaken, I was present 
at the closing of the first insured loan. It was down in southeast 
Alabama. The first insured loan when the program was first put 
into effect. I think it was the first in the nation. Certainly it was 
the first in Alabama. 

I am delighted to know that the insured program is growing, be- 
cause I think it is always a healthier situation where we can bring 
private funds into the market. There will always be some places 
though where you cannot get those private funds, will there not? 

Mr. McLxatsu. Well, what we are doing now, Senator—and this 
is a different approach than has been existing before—is that we are 
securing roughly three classes of lenders. One would be national 
insurance companies who can lend countrywise. Then we are going 
to retirement funds who may want to restrict their loans to a State. 
And then to small country banks or city banks. In other words, we 
are trying to get these funds so that they will be spread across the 
country rather than restricted to a local county or something like that. 

Senator Sparkman. Under the Bankhead-Jones Act, can you make 
a direct loan for the purpose of enabling the owner of a piece of 
land to build a new home? 

Mr. McLeaisn. Yes, if it is a family-size farm. If it is a family- 
size farm we can. 

Senator SparKkmMAN. What is a family-size farm? Is the definition 
in S. 1022 the same definition as in the Bankhead-Jones Act ? 
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Mr. McLzatsu. No, it is not. Under S. 1022 you would take care 
of people who would not qualify under Bankhead-Jones. It would 
be people, as Mr. Scott pointed out, who have a small plot of ground 
and a lot of leased land. Then you would have a farm. And I have 
seen around the country some of maybe one or two thousand acres, 
rented out to several tenants. He may want to put some tenant houses 
on that farm. He would not qualify under the family-size farm defi- 
nition. So those are the two classes that would fit S. 1022. 

Senator SparkMAN. In other words, the Bankhead-Jones Act 
would not reach the second group ? 

Mr. McLeaisu. Would not reach the second group. 

Senator SparkMAN. If we want to reach that group we must have 
a supplementary law / 

Mr. McLeatsn. Now, the reason for the language and the reason 
why we approve this language in defining farmers is that it has been 
our experience in Farm Home Administration that m: iny people ap- 
plied, quite a large number, some of whom resided in the city of 
Washington, for a loan to put a house on three acres out in the 
country. Admittedly they are not farmers. And we have had quite 
a few Government employees who work on the railroad—the railway 
mail clerks—who had a plot of land out in the country and thought 
the Government ought to finance that. We do not believe those are 
farmers. 

So when you put in that definition of his income and his time, we 
believe that that will enable us to have a much better program. 

Senator SparkMAN. Let me ask you about this kind of a case: 
Down in a part of my State—and, of course, I know this prevails in 
many parts of the country—there is a very good chicken industry. 
It does not require many acres to have a satisfactory and profitable 
poultry business. You could have just a very few acres of land. 

I recall one case, for instance, in which a person I think had eight 
acres, and he tried to get a loan through the Farmers Home Adminis- 
tration. At first, it was suggested to him that that was not a large 
enough farm to justify a loan. Later on I believe they did say they 
could make that type of loan, but that they did not have sufficient 
funds with which to do it. 

Can that kind of business be taken care of under the Bankhead- 
Jones Act ? 

Mr. Smiru. The size of the farm, Senator, of course, relates directly 
to the type of operation that is being conducted on it by the owner 
or operator. We have no acreage limitations. There are no acreage 
limitations. 

Senator SparkMAN. I thought that was right, and when it was first 
put up to me that was the point I raised. T here was no acre: uge limita- 
tion. 

Mr. Smirn. That is right. 

Senator SparkMAN. When we went back to the Farmers’ Home 
Administration, as I say, they seemed to reverse that ruling, but then 
they said, “But we just do not have the funds to go to that type of 
business.” 

I may say that then I took it up with the Small Business Adminis- 
tration, and after a considerable amount of wrestling we got a loan, 
not on that particular one but on a similar case, from the Small 
Business Administration. 
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It seems to me that it is a business that belongs right in this field. 
because certainly it is a type of agriculture, and it ordinarily is car- 
ried on by the family farm operation. 

Mr. Smiru. The predominant policy is that the farm should be 
of sufficient size and quality to fully employ the labor in the family 
the year around, and that must relate, of course, to the type of opera 
tions that the farm family 

Senator SparKMAN. Of course, the poultry business would do that 
on just a couple of acres. 

Mr. Smirn. Much smaller than row-crop farming. 

Senator SparKMAN. Yes. I note with interest your comment on 
section 504. That was the one to provide minor repairs to make the 
place sanitary, and so on and so forth. 

Mr. Smiru. Yes. 

Senator SparKMAN. It is my understanding that is adequately pro 
vided for now in section 1 of 

Mr. Smirn. It is our understanding it is under section 1 of the 
National Housing Act. 

Senator SparKMAN. No, I mean of the Bankhead-Jones Farm Ten- 
ant Act. Do you havea provision for that ? 

Mr. Smirn. Yes, sir. We can advance funds for the repair and 
improvement of farm buildings under title I of the Bankhead-Jones. 

Senator SPARKMAN. I saidsection1. I meant title I. 

Mr. Smirn. Title I. 

Senator SparKMAN. Is it being done? 

Mr. Smiru. Yes, sir. We actually make four different types of 
loans under title I, Senator. 

Senator SparKMAN. What are they ? 

Mr. Smrra. We make loans to purchase family-type farms. In 
other words, we can make a loan to a tenant to purchase a family-type 
farm. 

We can make loans to owners to finance development on those farms, 
such as improvements in the buildings, fencing, pasture improvement, 
:oil-conservation measures, and things of that character. 

And we can make loans to owners to enlarge the unit into an ade 
quate unit. If he can buy land nearby and add it to the farm to round 
out the farm, we can make the loan for that purpose. 

Senator SparKMAN. In order to make it an economic unit? 

Mr. Smirn. That is right, sir. 

Then we have a special type of loan under title I called a building- 
improvement loan. In other words, if all the owner needs is just 
funds to either add buildings or improve the buildings that are already 
there, we call that a building-improvement loan. 

Senator Carenart. To buy a new farm what percentage of the 
appraised value do you loan ? 

Mr. Sorrn. If it is a direct loan, we can advance the funds up to 
100 percent of the long-time agricultural value of the farm, together 
with the improvements that are needed to make it an efficient unit. 
Under the insured loan authority, we can only insure 90 percent of the 
cost of purchasing and developing the unit. 

Senator SparkMAN. Are these four types that you described avail 
able for either type, either the direct loan or the insured loan? 

Mr.Smiru. Yes, sir, they are. 
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Senator SparkMAN. I presume that the test ordinarily as to whether 
you would make a direct loan or an insured loan would depend upon 
two things—the ability of the person to make the 10 percent and the 
willingness of the lender to loan the money under the insured plan? 

Mr. Smirnu. That is right. And at the present time it is actually 
only the question of whether the applicant can qualify under the 10 
percent requirement, because we have adequate insured commitments 
to handle all applicants that can qualify under farm insured loans. 

Senator Sparkman. Any further questions, Senator Capehart? 

Senator Carenart. Is there a limit to what you can loan any one 
borrower ? 

Mr. Smirn. There is no dollar limit, Senator, in the statute. The 
limit is what is established by determining what is the value of the 
average family-type farms in the county. So it varies by counties. 
And that is set by—— 

Senator Carprnart. Could you loan a man $100,000 ? 

Mr. Smirin. No, sir. We have an administrative limit that we do 
not advance more than $20,000. 

Senator Cargenarr. That is what I asked you. There is a limit then 
of $20,000. 

Mr. Smirit. That has been set by administration regulations. 

Senator Carenart. Not by law? 

Mr. Smirn. That is right. 

Senator Careuartr. How long has the $20,000 limit been in effect / 

Mr. Smiru. For several years. 

Senator Carenartr. That is $20,000 both for the purchase of 
land—— 

Mr. Smirn. Purchase and development. 

Senator Carruart. And repairs? That is $20,000. 

Mr. Smira. That is right. 

Senator Careuart. That is a limit set by— 

Mr. Smiru. Administration regulations. 

Senator Carruart. Not by law ? 

Mr. Smitu. That is right. 

Senator Careuarrt. Is the law silent on the subject? 

Mr. Smirx. No, sir. The law provides that these loans can be made 
for the purchase and development of farms that do not have a value 
greater than the average family-type farm in the county, and that—— 

Senator Capenart. So it is limited by that then ? 

Mr. Smiru. That is right, sir. 

Senator Capenart. So there isa limit in the law then ? 

Mr. Smiru. That is right. 

Senator Carenart. But it is rather—what shall I say ? 

Mr. Smirn. It varies by counties. 

Senator Sparkman. It is variable according to communities and 
types of farming. 

Mr. Suiru. That is right. 

Senator Capenart. That is all I have, sir. 

Senator SpaRKMAN. Senator Payne? 


Senator Payne. I was just wondering, Mr. Chairman, whether or 


not we have had anybody testify from the Agriculture Department 


in connection with the bill of Senator Daniel and Senator Johnson. 


It is not under the housing bill, but you remember the other day with 
reference to emergency loans in areas hit by——— 
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Senator SparkMAN. That is disaster loans, and Senator Morse’s 
subcommittee has held hearings on that. 

Let me get this straight: Suppose a person owns a farm that is, we 
will say, in rundown condition, with a house that needs replacing. It 
is what. you might call a marginal farm. It could be built up, could 
he made an adequ: ite farming unit and an adequate place to live, but it 
would require a loan for the purpose of building up the farm and re- 
placing the house. Can that be taken care of under the Bankhead- 
Jones Act ¢ 

Mr. Smirn. Yes, sir. If we could reach a decision that after the 
development that was apparent that should be made on the farm that 
it would be then an efficient family-type farm from which the opera- 
tor would realize enough income to pay his e arene his living costs, 
and retire the debts that would be required in connection with the 
operation. 

Senator SrarKMAN. That same test has been in the direct lending 
program, has it not ? 

Mr. Smiru. That is right, sir. 

Senator Sparkman. You have had the same test / 

Mr. Smirnu. The same test. The direct loan and the insured loan, 
Senator, are exactly the same loan except for the 10 

Senator SPARKMAN. Except for the 90 percent and the 100 percent ? 

Mr. Smirn. That is right. 

Senator SparKMAN. When was the Bankhead-Jones Act amended 
to extend this home loan authority? It was amended, was it not, 
within recent years ? 

Mr. Smirn. It was amended in 1946 to extend the insured authority. 
There were some amendments passed last year by the 83d Congress. 

Senator SpaRKMAN. Did that extend or liberalize the lending au- 
thority of the Bankhead-Jones Act ? 

Mr. Smrru. There were two important provisions in the amend- 
ments that were enacted last year. One provided authority in con- 
nection with direct loans that the Government could secure the loan 
by a second mortgage rather than a first mortgage, which means that 
the direct loan funds that we have available can extend to more cus- 
tomers now than they could previously. In addition, the amendment 
rovided that the interest rate on these loans may not exceed 5 percent. 

That gave the agency some flexibility in establishing an interest rate 
that would encourage more investors to become interested in the in- 
sured phase of the program. 

Senator Sparkman. ‘Let me be certain of this: Is there any class 
of the family-size farmer that at the present time is reachable under 
the direct loan program—and when I refer to that I am talking about 
title V—that is not reachable under the Bankhead-Jones Act? 

Mr. Smrrn. I do not quite get the question that you are raising. 

Senator Sparkman. Your basic recommendation is that we let 
title V die. If we do that, will any group or type of farmers be left 
out of the possibility of getting help ? 

Mr. Smrrn. The principal ones that would be left out, Senator, 
would be the type that Mr. McLeaish explained a few minutes ago- 
which would be the city dweller or the city worker, I mean, who lives 


out at the edge of town and is not obtaining his livelihood from the 
farm. 
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Senator SparkMAN. Well, would he be left out if he actually lived 
on a farm big enough and it was being carried on by other members 
of his family ¢ 

Mr. McLeaisn. If it were a family-size farm he would not be left 
out. 

Senator SpARKMAN. You meant on small acreage ¢ 

Mr. Smiri. That is right, sir. 

Senator SparkMan. Of course, he would be entitled to get one 
under our regular FH A program, would he not ¢ 

Mr. McLeatsu. I think in certain areas he would. Or regular Fed 
eral Housing, 

Senator Sparkman. If he were a veteran and in the territory where 
credit was not available, he would be able to get it under the direct 
veterans’ loan program ¢ 

Mr. McLeaisn. That is right. 

Senator SparKMAN. I know when this law was passed originally we 
felt a very definite need for it, and the extent to which it has been used 
indicates that there must have been a need for it. The thing I want 
to be certain about before we drop it is that that need has been met 
ov will be met, can be met, or is being met by other law. 

Mr. Smirn. Senator, right along that line, 90 or 95 percent of the 
loans that were made under title V housing authority were made 
under section 502 that requires a finding that there is an adequate unit. 

Senator SparKMAN. That is right. 

Mr. Smiru. So the lending authority there and the loans that were 
made were somewhat in the same area as title I of the Bankhead- 
Jones farm tenant loans anyway. 

Senator SparkMAn. Could that 95 percent have been covered by 
title 1/ 

Mr. Smirn. I would not like to say all of it. 

Senator Sparkman. Would you be willing to say that all of them 
could have been covered by Title I ¢ 

Mr. Surrn. I would not like to say, Senator, that all could have been 
covered, but a substantial number might. 

Senator SparkMAN. Under what test might some of them have been 
excluded ¢ 

Mr. Sairu. Well, some of the loans may have been made to owners 
who did not actually operate the unit. See, under the Bankhead- 
Jones Farm Tenant Act there is a requirement that the loan be limited 
to owher-operators. 

Senator SPARKMAN. But when you speak of owner-operators, would 
that include the family of the operators / 

Mr. Smirn. Yes, sir. 

Senator SparKMAN. In other words, he or his family ¢ 

Mr. Suiru. Yes, sir. I do not know how many might have been 
excluded by that type of difference in the two. 

Senator SparkMAN. Is that the only test you can think of now that 
would have excluded any of that 95 percent ¢ 

Mr. Smiru. Yes, sir. And then, in addition, some of these loans 
may have been made to operators who owned less than an adequate 
unit but who leased an adjoining tract of land under long-term leases 
that rounded out their units. And we could serve that type of cus- 
tomer or that type of farmer under the title V which could not have 
been served under 
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Senator SparKMAN. Can you still not serve that type under 

Mr. Smrru. Under the Bankhead-.Jones we cannot. 

Senator SpaRKMAN. You cannot ? 

Mr. Smiru. We cannot. That was pointed out in Mr. Scott's 
statement. 

Senator SparkKMAN. Do you not feel that that type of a farm ope 
ator is entitled to help if he needs it ? 

Mr. Soirn. I believe that point was brought out in Mr. Scott’s 
statement; yes,sir. But they could be served under 1022. 

Senator SparKMAN. I understand that; but I am talking now about 
vour basic recommendation that title V be dropped. 

' Mr.Srrn. Yes. 

Senator SparkMan. What I am trying to find out is, if we drop 
title V, just whom are we dropping. 

Mr. Scorr. Mr. Chairman, may I say that we feel quite strongly 
that it is preferable for the Farmers’ Home Administration to stay in 
the field which the Congress has pointed out for it many times—the 
family-size farms. While we are not resisting the idea if the Con 
gress feels that we should take care of a few of these isolated instances 
that have been pointed out by Mr. Smith. Certainly we feel that 
Farmers’ Home Administration is the best agency to take care of 


them. We prefer and think that we have our hands full taking care 


of this family-type operation and are really not seeking any authority 
to get into these larger operations or to get into these which are really 
residences in the suburban areas, people who have an acre or two of 
ground but who are really employed in the town. If someone is to 


finance those larger operations we think the Farmers’ Home Adminis- 
tration would be ‘the agency. 

The Federal Housing Administration it would seem to us might 
better take care of these real small tracts that amount to no more than 
residences out on the edge of town. We would feel that that group 
perhaps might become a part of the Federal Housing responsibility. 

Senator SPARKMAN. That has always been an area that has been 
hard for us to reach in any kind of a housing program. There is a 
certain twilight zone in that there is diffic ‘ulty to reach them because 
your lending agencies ordinarily do not care to handle that kind of a 
mortgage. 

Any further questions ? 

Thank you very much, gentlemen. 

I have here a letter from the Department of Agriculture, one from 
the Housing Agency, and also a statement by Senator Karl Mundt, 
the author of S. 1022, who could not be here this morning. He asked 
that his statement be placed in the record. 

Without objection, all of these will be placed in the record at this 
time. 

(The letters and the statement referred to follow :) 

DEPARTMENT OF AGRICULTURE, 
Washington 25, D.C., March 30, 1955 
Hon. J. W. FoLBRIGHT, 
Chairman, Commiitee on Banking and Currency, 
United States Senate. 

DEAR SENATOR FULBRIGHT: This is in reply to your request of February.4 for a 
report on §S. 789, a bill to continue authority to make funds available for loans 
and grants under title V of the Housing Act of 1949, as amended, and your re- 


quest of February 11 for a report on S. 1022, a bill to amend title V of the Hous- 
ing Act of 1949, as amended, and to provide for insurance of loans thereunder 
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We oppose the enactment of 8S. 789 and S. 1022 because the Farmers’ Home 
Administration has adequate authority and funds to meet the credit needs of 
persons who own and operate family-type farms to construct, repair, or remodel! 
farm buildings on their farms. Title I of the Bankhead-Jones Farm Tenant Act, 
as amended, provides authority to make or insure loans to owners ef undersized 
and underdeveloped farms to enlarge and develop such units to adequate family- 
type farms. Such loans may also be made to tenants, share-croppers, or farm 
laborers to purchase adequate family-type farms. Funds may be included in 
such loans to construct, repair, and remodel essential farm buildings on thei: 
farms. 

While we do not favor the enactment of either 8S. 789 or S. 1022, if the Congress 
desires to make credit available to construct, repair, or remodel buildings on 
farms that are larger or smaller than family-type farms or to owners of family- 
type farms who do not operate them, we favor the enactment of S. 1022 rather 
than S. 789. S. 1022 provides for several improvements in title V. The two prin 
cipal improvements are (1) loans would be available only to improve dwellings 
and other farm buildings of persons who devote the preponderance of their time 
to farming and who receive the preponderance of their income from farming: 
and (2) authority is provided for insuring loans on the same basis as other 
Farmers’ Home Administration insured loans. 

Both bills, S. 789 and S. 1022, propose to continue the authority to make funds 
available for extending financial assistance to farm owners as provided in title 
V. This title authorizes the Secretary of Agriculture to extend financial assist- 
ance to owners of farms to enable them to construct, improve, alter, repair, or re- 
place dwellings and other farm buildings on their farms and to provide them, 
their tenants, lessees, sharecroppers, and laborers with decent, safe, and sanitary 
living conditions and adequate farm buildings. The present authorization ex- 
pires June 30, 1955. 

There appear to be adequate loan funds available from private lenders at 
reasonable terms on an insured basis; therefore, it does not seem necessary to 
use Federal funds for these loans, as provided by 8. 789. 8S. 1022 provides that 
these loans would be made on an insured basis. 

Title V defines a “farm” as “a parcel or parcels of land operated as a single 
unit * * * which customarily produces or is capable of producing * * * com- 
modities for sale or home use of a gross anual value of not less than the equiva- 
lent of a gross value of $400 in 1949. * * *” This definition permits small tracts 
of only a few acres to qualify as farms, with the result that many of these loans 
would be made to rural residents or persons who reside in suburban areas and 
devote practically all of their time to off-farmwork. The enactment of S. 789 
would not change this definition of a farm. In our opinion, the definition of a 
farm should be changed as provided in S. 1022 to assure that these loans will be 
made to bona fide farmers. 

Section 503 of title V was intended to assist individuals whose farms are inade- 
quate to make such farms adequate units. This authority is similar to the 
authority contained in title I of the Bankhead-Jones Farm Tenant Act and most 
of the applicants for loans needing this assistance can be taken care of under 
that act. Loans under section 504 of title V were only for minor repairs in order 
to make the buildings on inadequate farms safe and sanitary. The Farmers’ 
Home Administration received very few applications for this type of assistance. 
We, therefore, think sections 503 and 504 should be eliminated. S. 1022 pro- 
vides for the elimination of these two sections. 

S. 1022 would authorize a maximum interest rate of 5 percent instead of 4 
percent. This change would permit adjustments in the rate of interest for 
these loans consistent with other real-estate loans made by the Farmers’ Home 
Administration. 

The Bureau of the Budget advises that, from the standpoint of the program 
of the President, there is no objection to submitting this report. 

Sincerely yours, 
True D. Morse, Acting Secretary 
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HOUSING AND HOME FINANCE AGENCY, 
OFFICE OF THE ADMINISTRATOR, 
Washington D. C., April 4, 1955 
Re S. 789, 84th Congress 
Hon. J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington 25, D. C. 

Deak SENATOR FULBRIGHT: This is in further reply to your letter of February 
4 requesting an opinion as to the merits of S. 789, a bill to continue authority to 
make funds available for loans and grants under title V of the Housing Act of 
1949, as amended. 

The bill would amend title V of the Housing Act of 1949, as amended, to pro- 
vide authority to the Secretary of Agriculture to borrow an additional $100 mil- 
lion on and after July 1, 1955, from the Secretary of the Treasury for the making 
of farm housing loans and also to make additional commitments on and after 
July 1, 1955 for $2 million of annual contributions to farm housing on potentially 
adequate farms. Additional appropriations of $10 million would also be au- 
thorized for loans or grants or combined loans and grants by the Secretary of 
Agriculture to make farm dwellings safe and sanitary and to encourage adequate 
family-size farms in order to provide income sufficient to support safe and sani- 
tary housing and other farm buildings. 

This Agency is aware that there is need for improving or replacing many of 
the Nation’s farm homes which are not now adequate for the health, safety, and 
economic well-being of their occupants. However, the program which would be 
continued by this bill has been administered by the Department of Agriculture 
since its inception in 1949 as a part of its overall program dealing with farm 
housing and with the farm economy generally. That Department is therefore in 
a better position than this Agency to advise you as to the merits of this legisla- 
tion and whether the program which would be continued by the bill should be 
continued in that form in view of other related programs of the Department. 

I have been advised by the Bureau of the Budget that there would be no objec 
tion to the submission of this report. 

Sincerely yours, 
ALBERT M. Coie, Administrator 


UNITED STATES SENATE, 
Washington, D. C., May 10, 1955. 
Hon. JOHN SPARKMAN, 
Chairman, Subcommittee on Housing, Committee on Banking and Currency, 
United States Senate, Washington, D.C. 


Deak Mr. CHAIRMAN: Other duties prevent me from appearing before you 
this morning on behalf of S. 1022, which I have introduced and which is pending 
before your subcommittee. I would therefore appreciate your including this 
letter in the official record of your committee. 

I feel very sincerely that your subcommittee is performing a valuable func- 
tion in giving serious thought to the housing situation on our Nation’s farms. 
We have seen in this country a vast effort to improve urban housing but little 
attention has been devoted to the important factor of farm housing. 

The farm housing program of the Farmers’ Home Administration authorized 
by title V of the Housing Act of 1949 (Public Law 171, 81st Cong., 1st sess.) 
began in November 1949 (fiscal year 1950). The original legislation authorized 
the program for 4 years and provided for authorizations to borrow from the 
Treasury for loans and appropriations for loans and grants. The authoriza- 
tions were in progressively larger amounts from a total of $27 million in the first 
year to $110 million in the fourth year. The amount of $27 million was actually 
made available in the first year, but only about $19 million was available in each 
of the subsequent 3 years. The act was subsequenty extended to cover the fiscal! 
year 1954 and $19 million was made available for loans that year. The act was 
again extended in the 83d Congress, 2d session, for 1 additional year, but no 
funds were requested to carry out its provisions. 
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The extension contemplated by S. 1022 would eliminate the loans heretofor 

ade under section 503 which was intended to assist individuals whose farms 
ere inadequate to make such farms adequate units. This section is almos 
exactly what is intended by title I of the Bankhead-Jones Farm Tenant Act, an 
ny applicants for loans needing this assistance could be taken care of unde: 
hat act It also eliminates loans under section 504 which were loans only for 

inor repairs in order to make buildings on inadequate units safe and sanitary 
At no time was there much activity under this section and its elimination is not 
important. 

Loans under section 502 would be limited to farm owners on farms which 
would be described as “a parcel or parcels of land operated as a single unit by 
a person the preponderance of whose time is devoted to operating the farm and 
vho receives the preponderance of his income from its operation.” Under this 
provision, it would still be possible to make loans to absentee owners as long as 
he operator of the farm was preponderantly devoting his time to the operatio: 
of the farm and if the preponderance of his income was derived from such op 
eration. The proposed amendment would also permit the insuring of loans made 
by private lenders in an amount which I leave to the discretion of your com 
mittee. 

The present act provides for an interest rate of not to exceed 4 percent. This 
rate would be changed to not to exceed 5 percent. 

In addition to the insuring of loans, there would be authorized appropriations 
for administrative expenses and borrowings from the Treasury for direct Gov 
ernment loans as the Congress may from time to time determine. 

The principal difference between this amendment and the authorities con 
tained in title I of the Bankhead-Jones Farm Tenant Act is that loans could be 
made on farms of larger or smaller size than economic farm units as long as the 
operator of the farm received a preponderance of his income from its opera 
tion and devoted a preponderance of his time to the operation of the farm 

With best wishes, I am 

Cordially yours, 
Karu FE. Munprt, United States Senator 


Senator Sparkman. I would like for the record to include three 
recommendations of the Hoover Commission on the program of the 
Farmers’ Home Administration. The clerk will ask the Department 


of Agriculture for its comments on these recommendations. 


(The recommendations referred to follow :) 


Hoover COMMISSION RECOMMENDATIONS 


Recommendation No. 30 


That the Farmers’ Home Administration instruct the county committees advis- 
ing the agency to screen more carefully applicants for loans to insure compliance 
with the criteria for loan applicants contained in the law. 


Recommendation No. 31 


That the Farmers’ Home Administration require adequate equities under all 
ts loan programs except disaster and emergency crop and feed loans. 


Recommendation No. 32 


That the Congress require the Farmers’ Home Administration to charge interest, 
premiums, or other fees on loans made by the agency sufficient to cover the admin- 
istrative expense of the lending program and the cost of money to the Treasury. 


(The following was received for the record :) 


DEPARTMENT OF AGRICULTURE, 
OFFICE OF THE SECRETARY, 
Washington, May 19, 1955. 
Hon. J. WILLIAM FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate 
(Attention: Mr. J. H. Yingling.) 


Dear SENATOR I'ULBRIGHT: This is in response to Mr. Yingling’s letter of May 
13, 1955, in which he stated that Senator Sparkman requested the comments 
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of this Department on recommendations Nos. 30, 31, and 32 of the Commission 
on Organization of the Executive Branch of the Government as they relate to 
the loan program under title V of the Housing Act of 1949. 

The Commission recommendations and the comments of this Department wil! 
be discussed separately below : 

Commission recommendation No. 30: “That the Farmers Home Administration 
instruct the county committees advising the agency to screen more carefully 
applicants for loans to insure compliance with the criteria for loan applicants 
contained in the law.” 

This Department is in full agreement that all applications for loans, including 
those made under title V of the Housing Act of 1949 should be screened closely to 
make sure that the services are being made available only to those farm 
ers who are clearly eligible to receive the service. County committees 
appointed under the Bankhead-Jones Farm Tenant Act are responsible for deter 
mining the eligibility of applicants for loans including housing loans referred to 
The Farmers Home Administration conducts a continuous training program for 
the county committees to assure that the members of the committees are com- 
pletely aware of all of the criteria and eligibility requirements for the various 
types of loans made. The Department has been assured by the Administrator of 
the Farmers Home Administration that committee training activity will be con 
tinued and improved upon wherever needed. 

Commission recommendation No. 31: “That the Farmers Home Administration 
require adequate equities under all its loan programs except disaster and emer- 
gency crop and feed loans.” 

The Department agrees that security requirements contained in the several 
statutes should be fully complied with but the Department does not agree with 
this recommendation. In making loans under title V of the Housing Act of 1949, 
the Department followed the policy that each loan should be secured by a lien on 
the farm on which the buildings would be constructed, improved, or repaired and 
that the applicant must own sufficient equity on the property so that such lien 
should constitute reasonable security for the Government's protection. The De- 
partment has interpreted the phrase “adequate equities” in the Commission's rec 
ommendation as meaning equities more nearly in line with those required by 
commercial lenders. Usually if such equities did in fact exist the applicant for 
a loan probably could secure credit elsewhere and would not be eligible for a 
loan under title V of the Housing Act of 1949. The security which the Depart- 
ment felt was necessary for a farm housing loan did not constitute the adequate 
equity which a commercial lender would require. In determining the adequacy 
and reasonableness of the security for the loan, the income producing possibilities 
of the farm constituted a major factor to be considered. The repayment record 
on these loans has been very good. The establishment of prescribed equities 
under this type of loan would not appear to be warranted by the experience of 
this Department. 

Recommendation No. 32: “That the Congress require the Farmers Home Ad 
ministration to charge interest, premiums, or other fees on lonns made by the 
agency suflicient to cover the administrative expense of the lending program 
and the cost of money to the Treasury.” 

The Department does not agree with this recommendation at least to the extent 
of increasing interest rates and other charges to borrowers to the full amount 
necessary to completely offset the cost of the Government of the services. If 
interest rates and other charges to borrowers were established at such levels that 
would enable the Government to recover its entire cost, such cost to the borrower 
would be exorbitant. The Department believes that adequate interest rates 
should be charged borrowers but that these rates should be reasonable and gen 
erally not above those charged by private and cooperative lenders in the com 
munity. A 4-percent rate of interest is established by statute for loans under 
title V of the Housing Act of 1949. This Department is now charging 414 percent 
for somewhat comparable loans under title I of the Bankhead-Jones Farm Tenant 
Act. The 4-percent rate of interest for the housing loans did not cover the admia 
istrative expenses and the money to the Treasury. A much higher interest rate 
would have been required under these loans in order to have accomplished this 
objective. 

If additional information is needed concerning the request contained in you 
letter of May 15, we shall be glad for you to inform us. 

Sincerely yours, 
K. L. Scorrt, 
Director, Agricultural Credit Services 
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Senator SparkMAN. Mr. Owen Kane, of the General Accounting 
(flice. 

We are glad to have you with us. We have your statement before us. 
You can proceed with it, or you can place it in the record and talk 
about it. You may proceed in any way you wish. 


Ag 2724 . 
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STATEMENT OF OWEN A. KANE, LEGISLATIVE ATTORNEY, ACCOM- 
PANIED BY WILLIAM A. NEWMAN, JR., ASSOCIATE DIRECTOR 
OF AUDITS, OFFICE OF THE COMPTROLLER GENERAL 


Mr. Kane. Mr. Chairman and members of the committee, we are 
pleased to be here at your request to discuss the various housing bills 
which your committee is considering in these hearings. Our comments 
primarily concern the housing amendments of 1955 proposed in 8. 
[S00 and the Armed Services Housing Insurance Act of 1955 as pro 
vided in S. 1501. 

ne bill S. i800 provides for extensions and increased authorizations 

the FHA insurance, the low-rent public housing, and the slum 
learance and urban renewal programs, plus changes in the law gover 
ing the operations of the Home Loan Bank Board and the Federal 
Savings and Loan Insurance Corporation. 

Each of these programs is audited by the General Accounting Office 
and we are pleased that some of the changes would put into effect the 
legislative recommendations set forth in audit reports submitted by 
the Comptroller General to the Congress. We furnished the Director 
of the Burean of the Budget a report on the draft of the bill during 
its consideration by the Bureau. While a few of the suggestions we 
thade are reflected in the bill, we believe that some of the others still 
warrant further consideration. 

For example, section 2 of the bill would continue the FHA title I 
home repair and modernization program for 5 years from July 1, 
1955. We recognized that the last extension of this program was for 
5 years, but suggested at this time that the Bureau consider a shorter 
period of extension in view of the special nature of the program and 
in the light of the abuses in the past. There remain some weaknesses 
in this program which the administrative officials are trying hard to 
iron out. After this is accomplished, consideration could then be given 
to extending the program for longer periods. Actually, this program 
has contracted sharply since the coinsurance requirement and limita- 
tion on types of home improvements were put into effect. Requests 
for insurance are about 50 percent of those received a year ago. 

Section 4 of the bill oc authorize the FHA to make final settle- 
ment of certificates of claims held by mortgagees, and refunds to mort- 
gagors, at any time after the sale or transfer of title by the FHA of 
the foreclosed property instead of waiting until final liquidation of 
the Government’s interest in the property. We recommended that 
FHA have this authority as a means of saving personnel expenditures 
and other administrative expenses that are necessary in maintaining 
records for periods up to 20 years before final settlement of the certifi- 
cate of claims and refunds can be accomplished under the present law. 

In this connection, we have also recommended that the FHA have 
discretion to make settlement of insurance claims in cash in addition 
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to its present authority of issuing debentures for that purpose. Be- 
sides FHA exercising its redemption privileges in the shortest callable 
period, mortgagees are utilizing to a greater extent their right to pay 
insurance premiums with FHA debentures. We submit that cash 
payment would greatly simplify settlement processes, besides provid- 
ing savings in personnel and administrative expenses. This authority 
would be ‘particularly suited for use with respect to small-home mort- 
gages, as they constitute the bulk of the claims handled. 

We have pointed out in our audit reports that FHA application 

es on small homes do not cover the processing cost. A fee of $45 
is charged but $25 is refunded if the mortgage is insured. The poten- 

ial saving in administrative e xpenses incident to re funding on insur 
ince written in 1952 and 1953 would have been 3.25 to 3.5 million 
lollars a year, reapeckerenr. 

Section 14 of the bill relates to the Home Loan Bank Board and the 
Federal home loan banks concerning which we have no casemate 
o make. However, we have recommended in our audit reports on 
the Home Loan Bank Board and the Federal Savings and Loan 

surance Corporation that they be required to pay for the services 

| benefits furnished them by the Government. without cost, such 
is retabe ment, disability and compensation benefits to their employees 
ind rent for office space the Home Loan Bank Board occupies in 
Government-owned buildings. This suggestion is not novel. It has 
been applied to several business-type operations of the Government, 
and the Federal Deposit Insurance Corporation has recently proposed 
legislation to the Bureau of the Budget to permit it to pay the retire- 
ment and disability expense. 

Section 16 changes the basis of charging admission fees which the 
Federal Savings and Loan Insurance Corporation charges lending 
institutions as an initial payment for obtaining insurance coverage. 
This change is in accord with our recommendation of long standing. 

Another proposal we have made with respect to the F SLIC is that 
there be established a limitation upon the time in which claims for in- 
surance benefits may be filed by investors of insurance institutions 
in default. The Federal Deposit Insurance Act provides a limitation 
of 18 months on the filing of claims by depositors of banks that are 
n default. Provision for this recommendation is not contained in the 
bill and, while not of serious implication at the present time, it could 
cause difficulty in the final settlement of claims and in determining the 
amount of FSLIC liability in the event of a great increase in the 
number of defaulting insured savings and loan institutions. 

Section 17 would reenact section 702 of the Housing Act of 1954 
providing for a reserve of planned public works. Instead of being 
inanced solely by direct appropriation available for a specified period 
of time, a revolving fund of not to exceed $48 million would be es- 
tablished from which the Administrator could make advances to 
municipalities for the advance planning of public works. It is our 
opinion that the advance planning program does not warrant the use 
of a revolving fund because by its nature it will not be a continuing 
self-sustaining business-type operation, since repayment requirements 
ire indefinite. In fact, many advances may never be repaid by the 
inunicipalities because construction of some planned public works 
will not be undertaken. This has been the experience of the Govern- 
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ment under previous advance planning programs authorized since 
World War II. We suggest that appropriations with specified tim 
limits be continued for this program. 

We now turn to the Armed Services Housing and Insurance Act of 
1955,S. 1501. The purpose of this bill is to provide military housing. 
Under this proposed legislation, which is a modification of the exist 

ing Wherry military housing program, a builder would be awarded a 
contract by a Secretary of one of the military departments to erect 
housing units on land under control of the military. The builder 
would obtain private funds through the medium of an FHA mortgage 
in an amount equal to his bid to construct the project. In other 
words, a 100 percent mortgage. It is contemplated after the erection 
of the building that the “‘mnilitary department would enter into an 
agreement to take over the project from the builder and use appropria 
tions for quarters allowances to make the mortgage payments and 
to operate the project. 

It is generally agreed that there is a dire need for additional mili 
tary housing. The fundamental question for Congress to resolve at 
this point is whether to satisfy the need by continuing some form of 
FHA insurance program or by direct appropriations for construc. 
tion of public quarters. Because the projects are intended to be con- 
structed for, operated by, and to serve the military departments, 
we believe that they should be financed by direct appropriations 
rather than the indirect financing : approach of FHA insurance. 

However, if, as a matter of polie y, Congress decides not to employ 
the direct appropriation method for building military housing pro}- 
ects, We suggest that the bill be changed in one very important respect. 
The bill would require FHA to insure a mortgage in the amount of 

100 percent of the lowest acceptable bid for constructing the proj- 
ect as certified to it by the military establishments. The FHA would 
practically be « rubberstamp insurance operation without control or 
responsibility as to the standards of construction or operation of the 
project which is essential if FHA is to protect its insuring liability. 
It would be serving only as an accommodating facility in obtaining 
mortgage proceeds ‘from private lenders, would be impotent through- 
out the transactions, yet be required to use its reserve funds to pay 
the mortgagee if the project fails. 

Senator Capenartr. You might add use of its reserve funds to pay 
the mortgagee if the project fails and that these mortgages will like- 
wise contribute to the fund. 

Mr. Kane. That isright. There would be a one-half percent insur- 
ance fee. 

Senator Capruart. Yes. These mortgages will contribute to the re- 
serve fund the same as all other FHA mortgages. 

Mr. Kane. Yes. There would be the regular insurance fee. 

Senator Carenart. They would be entitled to participate because 
they will pay into the fund one-half of 1 percent each year. 

Mr. Kane. That is correct, sir. 

Senator Carenart. Therefore, from that standpoint, they would be 
exactly the same as any other FHA mortgage ? 

Mr. Kane. That is correct, insofar as the fee mechanics is concerned. 

We think that, if the FHA is not to be given any responsibility, a 
desirable alternative would be to place the entire responsibility in 
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the Department of Defense, including the insuring or guaranteeing 
function. 

Senator Careuart. In other words, just substitute the Defense 
Establishment for the FHA ?¢ 

Mr. Kane. That iscorrect. Ifthe Department of the Army and the 
other military establishments were to have the blanket authority to 
certify to the FHA to insure, then they should be given the respon- 
sibility to administer the fund. 

Senator Carrnarr. And also receive the one-half of 1 percent the 
same as FHA would to create a fund for taking care of any losses? 

Mr. Kane. That is correct. 

Mr. Newman. You have got a situation, Mr. Chairman, on this 
program where the housing 1s going to be on a military reservation. 
It is not going to be downtown in Washington or out in Bethesda 
no normal residential section. And FHA is in the position of paying 
off and having a piece of property that is in the control of the Army 
and try ing to sell it. Itreally could not sell it. It is really the Army’s 
property. 

Senator Carenart. Do you see anything against having the military 
do it—have them insure it ¢ 

Mr. Kane. I do not, Senator. 

Mr. Newman. No. They have guaranteed loans before. 

Mr. Kann. I think it is a better’ way to do it. Let them have the 
complete responsibility. 

Senator Carpeuart. Then, what it would amount to is they would 
iward the contract to the lowest bidder based upon their own specifica- 
tions for the houses ? 

Mr. Kane. That is correct. 

Senator Capenart. They would include in their specifications, of 
course, that they were to organize a separate corporation for each 
project and even, I think, designate the name. Then it would be 
built by the private builder who offered the lowest bid, and then the 
Defense Establishment, before they ordered the contract, of course, 
would make a contract with some private company like an insurance 
company or bank to insure the mortgage. When the project was com- 
plies they would advance the money for the mortgage so that the 
builder could be paid in full, at which time he would turn over the 
stock in the corporation and the project to the military. They then 
would act as their own insurer the same as FHA is doig at the moment 
in respect to all other FHA mortgages? Is that your recommendation / 

Mr. Kane. That is the mechanics of the bill. 

Senator Carenart. Yes, 

Mr. Kane. Of course, they will be taking out of one pocket the 
half percent and putting it into a little fund in another market. 

Senator CapeHartT. Yes; which it might be well to do. 

Mr. Kane. That is right. But if the circumstances came where 
the fund was not large enough to pay off the mortgages because of 
numerous projects defaulting the fund probably would be insufficient. 

Senator Carenart. Would you like this plan better even though the 
Congress decided to give FHA let’s say some authoritw as to the kind 
and type of houses and similar authority that they now have with 
respect to FHA on martgages ? , 

Mr. Kane. Well, we have made a study of some of the Wherry Act 
projects which the FHA does insure and does have certain authori ity 
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with respect to the type of building and the operation of it by the 
owner. We have found that there has been a lack of coordination 
between the military departments and the FHA which is not good 
from an administrative standpoint in the Government. 

Senator Caprnarr. Would you think this plan you are recom- 
mending here—putting the responsibility a hundred percent up 
to the military —would be a better plan even though we might give 
FHA a certain amount of authority in respect to the building rand so 
forth ? 

Mr. Kane. I did not quite get that question, Senator. 

Senator Carrnartr. Well, my question is: Suppose we write the 
bill giving FHA the same authority that they have now in respect to 
WwW herry projects. Would you prefer that route to permitting the 
military to insure their own projects and keep the FHA completely 
out of it? 

Mr. Kane. I think the FHA should be kept out of it. 

Senator CapenartT. That is an answer to my question. In other 
words, you think it would be better to keep them out of it 

Mr. Kane. Yes. 

Senator Capenart. Even though we gave them the same authority 
that they now have on Wherry ¢ 

Mr. Kann. That is correct. 

Senator Capenart. I see. 

Mr. Kane. Because there has been 

Senator CaprHart. I am beginning to agree to that too. I am 
rather inclined to think that is the better way to do it. 

Mr. Kane. If you have divided responsibility there are always de- 
lays, there is always buck-passing in a program of that type. 

Senator Capenart. There has never been any argument at all among 
anybody either in the administration or any Senators—on this com- 
mittee that is sure—or anybody else about the need for doing this. 
The question has been how is the best way to do it. We introduced this 
bill, of course, knowing, like all legislation, that it certainly would 
not be perfect, that we would have to listen to the arguments and 
learn the facts as we went along. 

Your recommendation is that you think appropriated houses would 
be better than this plan? 

Mr. Kanr. That is correct. 

Senator CapeHartr. But if we do go this route you think it would 
be better to make the military their own insuring organization ? 

Mr. Kane. They should have complete responsibility. 

Senator Carpruart. I am inclined to agree with you. T want a 
little more information and to study it further and get some more 
facts, but T am ineclined—— 

Mr. Kanr. It would cause the military to give a second thought in 
planning and deactivation of a post, because they will have to nurse 
the insurance fund. 

Senator Carenart. Can vou not see some advantages to even this 
plan over direct appropriations, in that the military would be joperat- 
ing it as a business and have to pay it off out of earnings? They 
have to maintain it and—— 

Senator Sparkman. They would pay it off out of appropriated 
funds if the insurance funds became depleted. 
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Senator Carpnart. Yes; but they would have to handle them. I 
mean they have got to be responsible for them. They would be op- 
erating it as a business, because, while they pay for it out of appro- 
priated funds, naturally, which are paid to the men in the service, 
nevertheless it does become their money, and they would have to 
operate it as a business. 

Mr. Kane. Of course, you asked me a very important question, Sen 
ator, as to our preference with respect to providing housing with ap 
propriated funds and this method. The first question that comes to 
my mind on this is: This is a precedent. If it goes through, where are 
we going to stop? 

Senator Capenarr. Well, that is —— 

Senator SPARKMAN. Is that not the same proposal as the—Well, no, 
not exactly. I started to say the same as the school construction pro- 
posal and the road-building program. It is not the same, but it is 
similar. 

Mr. Kane. It is similar but not exactly the same. 

Senator SPARKMAN. Not exactly the same, because that was under- 
writing bonds, whereas this is really underwriting with your own ap- 
propriations. 

Mr. Kane. That is right. 

Senator CargeHart. What is the difference between a 25-year mort- 
gage that the Government might give and a 25-year bond that they 
might sell? They have both got to be repaid. 

Mr. Kane. There is a slight difference, Senator. 

Senator CapeHartT. What? 

Senator SpaRKMAN. One of them is carried in the national debt, and 
the other one is not. 

Mr. Kane. That is right. That is one of the differences. And ac- 
tually the mortgage 

Senator CaPenaArt. Other than that—— 

Mr. Kane. The nonappropriated basis costs a little more. 

Senator Carenarr. What is the difference? 

Senator SPARKMAN. I do not think you heard his last answer, Sen- 
ator Capehart. 

Mr. Kane. I am very chagrined to find myself in a position here 
where I am not in agreement with the Senator. 

Senator Carenart. Of course, you and I are not in agreement that 
it will cost more. But let me say this to you: Is it not better for 
anyone to know exactly what it is going to cost them the next 25 years, 
than it is to start out on the basis that you are going to be able to sell 
bonds at an interest rate at the moment for 21% or 3 percent, and find 
in 2, 8, or 4 years from now they may be 6 and 7 percent? — As a busi- 
nessman, I prefer to know exactly where I stand for 25 years rather 
than 

Mr. Kane. That is true. Now, in speaking of the Government 
bonds say at-3 percent as compared to the mortgage of 4 percent which 
on the amortized basis would appear to be less, actually you must 
keep in mind that the money that is to be used to pay off the mortgage 
will be borrowed by the Treasury 

Senator Carenart. Money to pay off what? 

Mr. Kane. The military will make the payments on the principal 
and interest, and in order to do that the Treasury will be borrowing 
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money on which it will be paying interest. So on a cumulative 
basis 

Senator Carprnarr. What do you mean they will be borrowing 
money on which they will be paying interest ¢ 

Mr. Kane. The assumption of the bill is that the mortgage will be 
paid on an amortized basis, with interest. 

Senator Carrnartr. Will be paid from the rents. 

Mr. Kane. Will be paid from the rents, but where does the rent 
come from? It comes from quarters allowance. And quarters allow- 
ance will be appropriated funds financed by Treasury borrowings. 

Senator Carpenart. You can use the same argument if the service- 
man goes out and buys an individual home. You can use the same 
argument. 

Mr. Kane. That is true. 

Senator Carenarr, You can say I am getting $22,500 from the 
Government in its appropriated funds, so every time I spend $22,500 
each year it comes out of appropriated funds, does it not? . 

Mr. Kane. That is true, Senator, but let’s get back to the repay- 
mentonthe mortgage. ‘The Government in theory will have to borrow 
the money just the same as it will on an appropriation basis. 

Senator Carremarr. Are you going on the basis that we are going 
to reduce the amount of the rent allowance that we are going to give 
to the service people ¢ 

Mr. Kane. No, Senator. The rental allowance comes from appro- 
priations and will be paid by the Government to the mortgagee. 

Senator Carprmarr. And, of course, their salaries come from appro- 
priations. 

Mr. Kane. That is correct, but we are comparing here the interest 
of $40,000 say on $1 million, and 

Senator Carenuarr. The same thing is exactly true of appropriated 
money. ‘The Government likewise is paying—— 

Mr. Kane. That is right; but it is only 3 percent. 

Senator SparKMAN. The point that you are trying to make is that 
that is a straight bookkeeping matter, whereas this is not ? 

Mr. Kane. That is correct, Senator. Itis cheaper. Now, from the 
figures we have—— 

Senator Cargenart. Who is going to get the benefit of it? At the 
moment, as a result of no housing, the poor service people are being 
gouged. ‘They are the ones who are suffering at the moment. 

Mr. Kane. You are absolutely correct, Senator. 

Senator Carenarr. As I said here yesterday in my remarks on this 
bill, these poor people are moved from camp to camp, and they spend 
all their savings living in motels and any old way they can before 
they get into a perm: vnent house. It is costing them a lot, and they 
can ill afford the cost. 

Mr. Kanr. Senator, you are absolutely right. The issue is there. 
It has got to be faced, either with appropriations or an insurance 
program. 

Senator Carrnarr. In other words, you are just being good audi- 
tors and pointing out the facts ¢ 

Mr. Kane. That is right. 

Senator Carenart. I know that. [appreciate that. 

Mr. Kane. Asa matter of fact—— 
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Senator CapeHartT. You are just like the auditors in my business. 
The auditors and the sales manager get into a fight over the expense 
accounts. 

Mr. Kane. As I say, I certainly do not like to be in a position where 
I am disagreeing with you. 

Senator Carenart. I am delighted to get your viewpoint here on 
FHA versus the military doing their own insur ing. 

Mr. Kane. Well, we feel that would be better, Senator. 

\ir. Newman. What we feel is that FHA— 

Senator Carenartr. I am inclined to see some merit to it, just as 
| see some merit to going this route rather than appropriations, be- 

iuse they will operate it as a business then. They have got to pay it 
off out of the rents, out of the allowances, and it will be operated as 
1 Dus ness, 

Mr. Kane. If you agree to putting the responsibility in the Depart- 
ment of Defense, then you do not need an insuring fund. 
do it with just an outright guaranty by the military. 

Senator Carenart. I do not think we ought to get away from the 
theory possibly of insured mortgages. 

Mr. Kane. Well, Senator, you are coming very 
purchase agreement. 

Senator Payne. L was just going to ask that: 
(difference between the two of them ? 

Mr. Kane. There is only one major difference under the existing 
base-purchase programs in the Government. In the lease-purchase 
agreement at the present time there is a cancellation clause so the 
Government can get out. The lease-purchase agreement under this 
program might need a cancellation clause, but 1 do not know how it 
would affect the sale of the mortgages. 

Senator Payne. It would affect it probably because of the fact that 
many of these projects would be on military installations and by their 
very nature would be removed from some of the 
populated areas. 

Mr. Kane. That is correct. 

Senator Capruarr. I have just one interest. That is getting over 
the next several years about 300,000 good housing units for the mili- 
tary. If we can get them by direct appropriations, fine. I do not 
think we can do it. This I think we can do. I think we ought to do 
it. But I am not stiff necked on how we do it as long as we get them 
and we get them on a practical, sane, sound basis so that they are there 
to eliminate what I call this terrible situation in respect of housing. 

Mr. Kane. We concur in that. Our investigators and auditors who 
come back from the military installations always comment on what 
the situation is, 

Senator Payne. Incidentally, during the course of those inspections, 
have they ever brought in a detailed analysis as to what they consider 
the features of the so-called Wherry housing are as against the so- 
called appropriated housing? Have you heard them discuss that? 

Mr. Newman. We can make that comparison for you. 

Senator Payne. I am talking now about the suitability of the hous- 
ing as between appropriated and the so-called W herry projects. ‘I 
admit I have not seen too many of the Wherry projects. I have seen a 

t of the appropriated housing. 
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Mr. Newman. You mean the accommodations ? 

Senator Payne. I mean the accommodations and I mean also the 
cost. 

Mr. NewMan. We can get the cost. 

Senator Payne. What does the cost show? Let’s take the Loring Air 
Force Base at Limestone. 

Mr. Kane. I have some figures here, Senator, on that. We pre 
pared it pursuant to another congressional request. These figures are 
based on information furnished us by the military de :partment itself, 

On the present Wherry housing projects, for a unit, on a 50-year 
basis, it costs with interest and oper iting costs $95,000, whereas under 
appropriated-fund housing it is $64,000. That is the comparison from 
a financial standpoint. And those are equalized as to accommodations 
and space, 

Senator Payne. Let me ask you this: In computing those figures, 
are you positive that the military has given you under the appropri 
ated housing comparison all of the factors of cost that entered into 
the construction of the project ? 

Mr. Kane. I cannot guarantee that, Senator. 

Senator Payne. The reason I ask it is this: I think you will find 
I am not positive of this, but I think you will find—that they give you 
the cost of the buildings themselves that are constructed. But I 
question whether they are bringing in the work that is done by the 
Corps of Engineers in constructing the sidewalks, in the landscaping, 
in the street-improvement work, and the other facilities, all of which 
are covered under Wherry and become a part of the total cost. 

Senator Capemart. May I say this to the Senator: Of course, you 
understand on all the Wherry projects the military, depending on 
whether it is the Air Corps or Army or Navy, made all the specifica- 
tions and awarded the contract to the contractor. 

Senator Payne. That is right, but it is a lump sum. 

Senator Carrnart. That is right. 

Senator Payne. It includes the improvements, it includes the land 
scaping, the street work, the sidewalks. 

Senator Carenart. That is right. Under this new bill the same thing 
will happen. They will handle it exactly on the same basis. 

Mr. Kane. That was one of the things that our people wanted to 
check immediately with respect to the off-site costs, and they did throw 
a figure in for that of about $200 a unit, which appears to be reasonable. 
That was one of the first things we asked our people to watch out for, 
to be sure to get all the costs in. We are not positive they have all 
costs, but they have a figure in there that appears reasonable to us for 
cost-comparison purposes, 

Senator Payne. I would question the $200 a unit. 

Mr. Kane. Well, it seems to me it sounds a little low, but, on the 
other hand 

Senator Payne. It might be in some locations, but it would not be 
in others. 

Mr. Kane. These figures are based on an average of 24 projects 
we examined. 

Shall I continue, Mr. Chairman ? 

Senator SparKMAN. Let me make this suggestion. Senator Cape- 
hart has to leave, and I have an appointment in just 5 minutes. I have 
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glanced ahead in your statement, and I assume the other Senators 
have too. 

Senator Capenart. I have. 

Senator SPARKMAN. Suppose we let the statement go into the record 
as it Is. 

Mr. Kane. That will be fine. 

(The balance of the prepared statement of Mr. Kane follows:) 


The statement and memorandum in explanation of S. 1501, beginning at page 
2660 of the Congressional Record for March 18, 1955, indicate that certain steps 
will be followed by the military departments and the builder with respect to 
creation of a Corporation, the subsequent transfer of the stock to the secretary 
of the department concerned, and other features to be governed by administrative 
regulations. The rights of parties involved in this procedure are of such legal 
import that they should be specified in the law to eliminate conflicts of inter- 
pretation and possible misunderstandings. 

Another bill being considered in these hearings is 8S. 1524, which would be 
cited as the Public Facilities Loan Act of 1955. It provides for the creation of a 
Government-owned corporation for the purpose of purchasing securities and 
obligations of, or making loans to, municipalities and other political subdivisions 
of States, for the purpose of financing specific public projects under State or 
local laws. The Corporation, to be known as the Public Facilities Credit Corpo- 
ration, would be financed by the issuance of capital stock of $100 million 
subscribed to by the United States, plus authority to sell its obligations to the 
Secretary of the Treasury in an amount not exceeding $500 million outstanding 
at any one time. Neither category of funds would be made available through 
the appropriation procedure. The Secretary of the Treasury would be authorized 
to use as a public debt transaction the proceeds from the sale of any securities 
issued under the Second Liberty Bond Act, as amended, for the purpose of 
purchasing the capital stock and obligations of the Corporation. 

I will not go into the details of this corporate proposal except to state that 
the General Accounting Office is strongly opposed to the creation of Government 
corporations except for the most compelling reasons. 

Likewise, we believe that, as a matter of sound fiscal policy, programs of the 
nature contemplated by this bill should be financed with appropriation funds. 
Experience has proved that this method retains in the Congress more effective 
control of the program than public debt financing through the back door of the 
Treasury. 


Senator SpaARKMAN. There is one question I want to ask you for the 
benefit of the record. Reverting to page 2 where you discuss the 
certificates of claim, suppose you pay those certificates off in cash as 
you recommend and the Government fails to recoup the foreclosure 
costs. Where are vou? 

Mr. Kane. That is already provided for in this bill—that they may 
make settlement at the time of taking over the property. I mean when 
they sell the property. In their judgment they say, “This looks like 
a good loan, a good case, and instead of having all the bookkeeping 
we are going to pay off in cash.” 

Senator SPARKMAN. I realize it is carried in the bill and you recom- 
mend it, but I say—— , 

Mr. Kann. There may be occasions when the Government takes a 
loss. It is a matter of judgment again. 

Senator SpARKMAN. You mean that would be absorbed out of the 
reserve fund? 

Mr. Kane. That would be an expense—— 

Mr. New MAN. In other words, the expense of administering they 
feel would be less than the losses you would take. 

Senator Sparkman. Well, then, why not provide that the deben- 
tures themselves include the costs of foreclosure so as not to have both 
a certificate of claim and debentures ? 
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Mr. Newman. Well, you could. I understand 
Right now there is a little variance of paid in cash- 

Senator SPARKMAN. You mean it is separated now because the de- 
bentures constitute a definite and certain claim that the Government 
must pay and the certificate of claim is contingent upon recoupment 
being made ¢ 

Mr. Newman. That is right. 

Senator SrparKMAN. If you are going to remove the contingency 
and make it a certain claim too, there is no reason why it should not 
be included in the debentures. 

Mr. Newman. It could. 

Senator SpARKMAN. You might give some thought to that, and if 
you have a further suggestion on it let us have it. 

Senator Payne. I think it would further simplify it. 

Mr. Newman. Also we can understand the position of the Federal 
Housing Administration on it. They would like to keep the debenture 
process going in case something happens. They do not want to come 
along and say to the banker, “I am sorry. We are off the cash basis.” 

Senator Sparkman. And your debentures are callable anyhow. 

Mr. Newman. That is right. At the moment we are spinning our 
wheels. As fast as we write debentures we turn around and redeem, 
and we are going through Treasury costs and administration costs. 
Whether we should do that to keep debentures on the market—in other 
words, so if we do have a time arise when we want to extend them for 
LS50 days or- 

Senator SparKMAN. Well, having the debenture system certainly 
keeps it flexible. 

Mr. Newman. That is right. 

Senator SpARKMAN. You give some thought about that. If you are 
going to make the forec losure costs a definite ch: arge on the Govern- 
ment rather than a contingent charge, then you give consideration to 
their being included in the debentures along with the other and let 
us have some note on it. 

Mr. Newman. We will be glad to. 

Mr. Kane. We will. 

Senator SparKMAN. It will be inserted in the record at this point. 
(The following was submitted in response to the above :) 


what you mean. 


Ce rtificate s of claim 


GAO CoMMENT ON FHA DEBENTURE 





Generally, all mortgagees are required to foreclose properties before FHA 
will issue debentures for the outstanding balance of the mortgage and accept 
a certificate of claim for the foreclosure costs. FHA sells the property and 
if the amount realized is in excess of FHA costs the balance is used to pay the 
certificate of claim and the mortgagor. 

Since June 30, 1934, only 39 percent of the total amounts of the certificate 
of claims filed have been paid. The percentage will vary in different localities. 
Because of this condition, it would not be advisable to include the full amount 
of the certificate of claim in the debentures or to pay the claim in cash at the 
time of settling the insurance contract with mortgagee. However, after FHA 
has had more experience in disposing of acquired properties it may be advisable 
to permit the Commissioner to make immediate settlements of the certificate 
of claim, either by including the amount in the debentures or payment in cash, 
at less than the full amount based on FHA’s disposal experience over a period 
of years, 


Mr. Kane. I would like to emphasize that the authority to pay cash 
is not in the present bill. 
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Senator SpArKMAN. I thought you said you had recommended it 
and it was carried in the bill. 

Mr. Kane. No. 

Senator SpAaRKMAN. That is an additional recommendation ¢ 

Mr. Kane. That is an additional recommendation. 

Mr. Newman. For your information, Mr. Chairman, the adminis- 
tration is still considering our recommendations even though they 
are not in the legislation. They have not definitely rejected them. 
They are studying them further. 

Senator SpARKMAN. Thank you very much. 

Mr. Kane. Thank you, Mr. Chairman. 

Senator SpaRKMAN. Before the committee recesses, I should like 
to insert in the record a letter that came to me from a gentleman who 
has had considerable connection it appears with Wherry projects. I 
think it is appropriate relating to S. 1501. Without objection, we will 
insert that in the record. 

(The letter referred to follows:) 


Vilitary housing 


Fort WortH, Tex., May 2, 1955. 


Senator JoHN J. SPARKMAN, 
Senate Office Building, Washington, D. C. 


Dear SENATOR: Senate bill No. 1501 by Capehart and H. R. 5329 threaten con- 
fiscation of hundreds of millions of dollars invested by private capital at the 
solicitations of the United States Government, especially the Armed Forces, in 
Wherry housing, to accommodate military personnel on or near military estab- 
lishments. 

The proposed legislation gives no protection whatever to owners whose prop- 
erty was built for, and is restricted to military personnel. It would permit and 
invite commanders and/or housing officers at bases to assign housing and per- 
sonnel in a way that would increase vacancy ratios in Wherry housing and would 
be destructive of such investments. It would be competitive and uneconomic in 
many cases. 

Entire discretion as to need for such proposed additional Government-owned 
housing is placed with the Defense Department and that decision is really made 
locally by officers who sometimes seek more and bigger commands and more and 
larger installations without perfect understanding for public need and private 
rights. 

Not all people connected with Wherry are crooks and profiteers. Some, like 
the writer who voluntarily appeared before the Capehart committee, lost money 
in construction and they can only recoup it over the long pull with low vacancy 
factors but today approximately 40 of our 600 units at Carswell Air Force Base 
are vacant. Some tenants are even now frequently moved to recently provided 
Government-owned quarters. 

Competition would result not only from a surplus of homes, but also from 
rates which Government can reduce because maintenance, management, and other 
costs are absorbed in whole or in part with tax money which private owners do 
not have. 

No decent citizen protests adequate and desirable homes for our military people 
because they are ourselves, our sons and daughters, but let’s be fair before we are 
overgenerous in spending money. Let’s protect the proper potential of housing 
investments and give proper consideration to occupancies therein, If FHA is 
guaranteeing mortgages under this proposal, it should have authority to under- 
write it consistent with the existing facilities. 

With best wishes and kindest personal regards, I am 

Sincerely, 
Raymonp E. Buck. 

Senator SparKman. I should like to make an announcement because 
some inquiries have been directed to me as to how long these hearings 
would continue. 

On May 3, if I recall correctly, we announced in the Congressional 
Record that the hearings would be held this week and next week. At 
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that time we listed, as I recall, 8 days of scheduled hearings. Since 
that time we have added 1 day to it to make 9, but still to conclude on 
Friday, May 20. 

In spite of requests from different persons who would like to be 
added to the list of witnesses, I feel that we must conclude the hear 
ings on May 20, because it leaves us very little time in which to hold 
executive sessions and complete the marking up of the bill until we 
start on other legislation. Therefore, I want to make the announce 
ment now that the hearings will definitely conclude on Friday, May 20. 

We have hearings sc ‘heduled for tomorrow and for all 5 days of next 
week. The hearings are scheduled only for the morning because if 
the Senate is in session we can sit in the afternoon only by special per 
mission. If there is important legislation on the floor, that permission 
is not forthcoming. ‘Therefore, 1 do not think it is safe to schedule 
afternoon hearings. 

Statements from interested witnesses who have not heretofore made 
their request to be heard but who now would like to be included will 
be welcomed and will be made a part of the record just the same as 
if such witnesses testified. 


Military housing 


Mr. Kane. Mr. Chairman, since I did mention during the testimony 
some figures that we have on the w herry housing, the appropr iated- 
fund housing, and S. 1501, would the Chair wish to entertain putting 
that in the record ? 

Senator SparKMAN. I think it would be very good to have it in the 
record, and without objection they will be included. 


Mr. Kane. Thank you, Mr. Chairman. 
(The figures referred to follow :) 


COMPARATIVE DATA OF PRESENT WHERRY HoUSING AND PROPOSED AMENDMENT 
S$. 1501 Wirns ApPROPRIATED FuUNp HovusiINnG 


Mr. Harlow W. Harvey, Jr., statistician, Office of the Secretary of Defense 
(Properties and Installations), furnished information concerning the cost to the 
Government in acquiring and operating a unit of Wherry housing and appropri- 
ated fund housing over a 50-year period (I-18963). 

The proposed amendment 8. 1501 provides that the mortgage shall be amortized 
over a 25-year period with payments by the military limited to an average living 
unit of $90 per month. Quarters allowance of military personnel occupying 
housing constructed under S. 1501 will be used to make amortization payments by 
the military. The data furnished by Mr. Harvey was used as a basis for making 


a comparison of estimated cost of 8. 1501 with appropriated fund housing based 
on a 25-year period. 
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The data furnished by Mr. Harvey on a 50-year period and comparison of 8. 
501 on a 25-year period with appropriated fund housing for a unit follows: 


50 years 25 years 


Present A ppropri Appropri- 
W herry ated fund 15 ated fund 
housing housing housing 


Initial cost to Government—each unit 1 $200 2 $13, 500 $200 $13, 500 
Maintenance and operation 317,300 8 450 Xs 
juarters allowance 4 54, 000 7, 000 


, 650 


Total cost. 54, 200 


percent simple interest: 
Initial cost ® 300 
Maintenance and operation cost ? 
Quarters allowance 41, 310 


rotal interest 41, 610 


otal cost plus interest __- ‘ 95, 810 64, 285 


Based on $17 million expenditure for 227 projects containing 86,697 units (total program; actually aided: 
25,032 units in 80 projects) as of Mar. 18, 1954. 
2 Average cost authorized by Public Law 765/83 
Based on actual service experience of 33 cents per square foot per year; assumes 1,050 square feet average 
floor area. 
‘ Based on average of $90 per month and $1,080 per year. 
‘ Based on average of $90 per month which includes amortization payments of principal and interest. 
¢ Based on initial cost for entire 50-year period. 
? Based on repetitive computation with annual increments of $346. 
* Based on repetitive computation with annual increments of $1,080 


Senator SparKMAN. The committee stands in recess until 10 o’clock 
Lomorrow morning in this room. 


(Whereupon, at 12: 30 p. m., the subcommittee recessed until 10 a. m. 
the following day, Friday, May 13, 1955.) 
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FRIDAY, MAY 13, 1955 


Untrep Srates SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
SUBCOMMITTEE ON Hovstne, 
Washington, D.C. 
The subcommittee met, pursuant to recess, in room 301, Senate Office 
Building, at 10:45 a. m., Sean A. S. Mike Monroney presiding. 
Present: Senators Monroney, Capehart, and Payne. 
Senator Monroney. The Housing Subcommittee will be in order. 
We will have testimony today from the Mortgage Bankers Associa- 
tion, represented by James W. Rouse, president of the James W. Rouse 
Co., Baltimore, Md. We are glad to have you with us and we appre- 
ciate your appearing. You may just testify in your own way. 


STATEMENT OF JAMES W. ROUSE, MEMBER, BOARD OF GOVERNORS, 
ACCOMPANIED BY SAMUEL E. NEEL, GENERAL COUNSEL, MORT- 
GAGE BANKERS ASSOCIATION 


Mr. Rousse. Thank you, sir. 

I have no prepared statement and I will just talk a few minutes from 
notes, if I may. 

My name is James Rouse, and I am president of the James W. Rouse 
Co. of Baltimore. I am a member of the board of governors of the 
Mortgage Bankers Association of America, which organization I as- 
sume you are all familiar with, because we have been here a number of 
times before. We represent some 2,000 mortgage originators, life- 
insurance companies and savings banks in the mortgage business. 

[ would like to cover briefly and quickly a number of the bills which 
are less important to us and deal primarily with S. 1800, the one which 
would change certain aspects of the public- housing program. 


Housing for ae and single persons 


The first bill, S. 1412, would liberalize the public-housing program 
to permit people of over 65 years of age, which seems to us to be a 
perfectly reasonable relaxation, and there is no reason why on 
should be excluded. A low-income individual over 65 should be a 
eligible as a low-income couple, it seems to us. 

Senator Monroney. That is the prohibition now in the law against 
single occupancy ? 

Mr. Rouse. That is right. This would free it to single people over 
65. 

On the other hand, there is another bill, S. 1642, which would set 
up aspecial program for housing for people over 65. We would speak 
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against that in the belief that the development of these special hous- 
ing programs organizing people into special groups of that kind, is 
neither desirable administratively nor necessary. Ifthe Public Hous- 
ing Administration is free to take people over 65, then in the overall 
planning and operation of the projects they can adequately fit rooms 
for single people in a particular sector of the project, and fit them into 
a total housing community. 

As a matter of fact, we wish that the total public housing program, 
by the way, will be a large single-type prospective housing pro 
gram, rather than a breakdown into housing throughout the com 
munity. It seems to us to pick out a particular group of 65 and over 
and have a special program for them is unnecessary, and that it will 
hamper the administration’s program. 

Senator Monroney. You think it can be redesigned? As _ most 
public-housing units are designed now, they are us stally for large 
family occupancy. There are very few quarters with several bed 
rooms other than public housing available in the big cities. It would 
require a redesign of the greater proportion of these into one and 
two bedroom types of apartments; would it not ! 

Mr. Rouse. There might be some redesigning of existing units, but 
more likely I would say in new projects that would come in the fu 
ture they would design them just as they now do. They will design 
a number of them for large families, and if it is an elevator project, 
for example, they will put all of those large family units down near 
the ground so that the children have as small a distance to go as possi- 
ble. Also they will provide rooms for individuals over 65, and I as- 
sume they will tend to gr oup those in one area, so that they are together. 

It seems to me it is a planning problem and can be accommodated 
in the plan of a new project. It is very possible also they would go 
back and in some instances be able to subdivide existing units into 
rooms that would accommodate older people. 


Military housing 


On 8. 1501 of Senator Capehart, on military housing, we would 
hope there is an alternative way of accomplishing that objec tive rather 
than instituting a new section of the Federal Housing Administra- 
tion operation. We are concerned about aspects of the Federal Hous- 
ing Administration program which do not find their base on a sound 
measurement of wag We feel a good many of the troubles that 
stem from title VIII and the Wherry Act program are related to 
the fact that FHA was getting out of the risk-rating business, on which 
it started, and once it got away from a risk-rating base there were 
not many things to which they could confine their program. 

It would seem to us if there is a need for military housing on mili- 
tary bases, that the lease-purchase provisions—the new lease- purchase 
provisions—might be thought through in terms of their adaptability to 
that program, just as any other Federal facility may be eligible for 
it; and lacking that, that the military housing should be by direct 
appropriation. 

It is interesting that we have here two bills before your com- 
mittee. One is a proposal that ‘university housing and facilities be 
financed by direct loan from the Government. Here comes a Federal 
facility, with housing on military bases for military personnel which 
would be financed privately with FHA credit. We question both of 
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them really in terms of whether they are appropriate solutions to the 
problem. 
On the military housing one it would seem to us it is essentially 
. Federal function and it should accommodate itself to the system 
for meeting those problems. Lease-purchase, it seems to us, is going 
to be an expanding one for meeting such a problem. 


. : 
College housing 


As to the two bills on educational institutions, S. 1744 and S. 1766, 
it is terribly hard for a fellow representing a trade association to take 
a position on something like that, because certainly the educational 
institutions are enormously in the public interest, and certainly there 
must be some greater story than we oan from our position of the need 
for such financing facilities. So that sitting in your position and 
hearing both sides, your point of view might be different from mine. 
But not having that opportunity, it seems to us that the precedent of 
this direct lending to universities and colleges and junior colleges 
for dormitories and dining facilities, is a precedent which has no 
particular end. 

Senator CapeHartT. Would you recommend that FHA guarantee 
the mortgage ¢ 

Mr. Rovse. This has to be a very unofficial observation, not repre- 
senting MBA. 

Senator Carenart. Who is MBA? 

Mr. Rousrt. The Mortgage Bankers Association. 

Senator Carenart. Whom are representing ? 

Mr. Rouse. The Mortgage Bankers Association, but I am stepping 
bevond my limits now when I talk about that. I can only answer 
personally. 

Senator CAPEHART. What you have said so far—is that officially ? 

Mr. Rouse. Yes. The MBA takes a position in opposition to 
the 

Senator Carenarr. I do not quite understand your testimony. In 
one breath you say it is official, and in the second breath it is not 
official. 

Mr. Rouse. No, it is. I am representing the Mortgage Bankers 
Association in what I said. You asked me would I advocate FHA 
insurance of loans for educational institutions. 

Senator Capenart. You said you favored lending money to colleges, 
and then my question was, would you advocate the FHA guaranteeing 
these mortgages for these college builders ? 

Mr. Rouse. No, I would not. However, I do think that it is obvious 
that there is boiling to the top of the c redit requirements in the country 
a succession of requests by charitable-type institutions for some form 
of Government assistance. It is direct lending in the case of loans to 
universities. Elsewhere in Congress there is the Wolverton bill, which 
would provide FHA insurance on loans to hospitals. So there is a 
whole group of indicated clear needs that perhaps require some greater 
overall study. 

In general I feel that the granting of direct loans to an educational 
institution taps a pressure which, if it remained and exerted itself 
on the responsible nie and administrative heads of those institu- 
tions, would cause sound leasing campaigns for building programs. 
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Senator Capeuart. Would you not say there was more logic in the 
Government helping schools, which has always been the function of 
~he Government, in counties, States, townships, and federally? We 
have always considered that a governmental function. Is there not 
more sense in the Government helping to finance schools than there 
is in the Government helping to guarantee mortgages for private 
institutions such as yours? We are a private-industry Nation. 

Mr. Rouse. You mean guaranteeing mortgages on housing? 

Senator Carprnart. You have no objection to the Government guar- 
anteeing mortgages for private enterprisers in private business and 
guaranteeing the mortgages that your Association buys, which is 
100 percent private industry. Yet on something here, schools and 
education, that for 165 years, the Government has always financed— 
you are against that. 

Mr. Rouse. The system of insuring mortgages of individual houses 
was not a system requested by the mortgage investors of the country, 
The system of insuring mortgages on individual houses was not in- 
tended for the benefit of the mortgage investors of the country. It 
arose out of the need to bridge the gap between the legal limit that 
the investing institution—— 

Senator Carenart. But you are for it, are you not? 

Mr. Rouse. For the FHA system? 

Senator Carrnarr. Yes. 

Mr. Rouse. Yes. 

Senator Carrnarr, You are for FHA guaranteeing mortgages, 
that is, the mortgages you buy, on housing? 

Mr. Rouse. Yes. 

Senator Carenartr. You are for that. But on something which is 
100 percent, and always has been for 165 years, financed by the Gov- 
ernment of the United States, then you are opposed to it ? 

Mr. Rouse. Could I explain what I see is the difference? 

Senator Carpruart. Yes. 

Mr. Rouse. The maximum legal limit that the savings institutions 
of the country can go in making a loan on an individual house as fas 
by the States throughout the country is typically 6624, 70, and 7 
percent. It seems to me we have learned conclusively that is hol 
a sufficiently large loan to permit the people who want to buy houses to 
buy them; and, there existed a gap between what the lenders could 
lend and what the individual borrower had to have, and he had no 
other way of raising it. Therefore, it seems to me that that gap, if 
it was going to be closed, had to be closed by a system of Federal mort- 
gage insurance. 

Senator CaprHarr. It may be we ought to guarantee that gap 
between 6624 and whatever it is, rather than guaranteeing it 100 
percent. 

Mr. Rousr. I think that possibility ought to be explored, and we 
have so recommended to the HHFA. 

Senator Carenart. The point I was making was that we have for 
many, many years guaranteed FHA mortgages. In fact, the out- 
standing sum at the moment is $23 billion, and we are going to in- 
crease it by $4 billion, which would bring it up to $27 billion. The 
VA guaranteed up to $14 billion outst: anding, which will make at the 
end of this year $40 billion outstanding. The Government guaranteed 
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strictly 100 percent for private industry. It guaranteed the credit, 
and it guaranteed your mortgages, so you just cannot lose. 

Here is something which is private industry, too. I am a great 
believer in private industry because I think that is what made this 
country great. But on the other hand, for 165 years the Government 
has support ed the schools outside of our endowed colleges, or some of 
them, and private schools. Generally speaking, schools have been a 
vovernmental function. You will agree with that, will you not? 

Mr. Rouse. Yes. 

Senator CarrHarr. Therefore I think there is some inconsistency 
here. 

Mr. Rowse. Nobody would benefit more by a program of Federal 
mortgage insurance on loans to universities and hospitals, and to all 
noncharitable activities, than the people in my position. Anything 
that happeus that causes that kind of credit to flow more freely causes 
us to do a larger volume of business. So that selfishly our interests 
would be benefited by that, but I think, looking at the total economy, 
it would be unwise. 

We had an instance in Baltimore recently where a university wanted 
to build a dormitory. It happened to be in a redevelopment project. 
That dormitory could have been built unfinanced on a sale lease-back 
arrangement, or through mortgage facilities, but the university quite 
naturally decided to wait and see if it could get the money of the 
HHFA. Naturally, when it did everybody in the community felt 
that was fine. But the availability of that program taps the pressure 
on the institutions finding their own solutions through the channels 


available to them, in the raising of private funds and the use of pri- 
vate lending facilities, whatever those channels may be—and I think 
they are good channels. Our system of private initiative as well as 
private enterprise in going out and getting money is diluted somewhat 
by an expansion of the system of direct Government lending. 


Public housing 


I guess that covers all of the smaller bills. I would like to talk about 
S. 1800, and mainly about two points. The bill does two things pri- 
marily, it seems to me. First, it seeks to remove the measurement of 
public housing in terms of relocation need. It seeks to release the 
public housing program from that test of need. 

The second thing it seeks to do is to release it from the test. of the 
workable program; not fully to release it, but relax the test of the 
workable program. It seeks to fully release it if there is a redevelop- 
ment program in a community and postpone application of it in other 
instances. 

I would like to spend a minute on why I think those two tests are 
good. By the way of background, I would like to e xplain I was a 
member of the Advisory Committee on Housing and was Chairman of 
the Subcommittee on Redevelopment and Rehabilitation and Conser- 
vation, out of which some of these ideas developed. I have also had 
the opportunity to apply them in making a study of the District of 
Columbia for the Commissioners of the District of Columbia, and 
recommended a program for the elimination of slums in the District. 

It seems to me in an approach to the problem of public housing—and 
it is in no sense a statement against public housing, and I am assuming 
as a premise there is a need for it—the problem is how much—it seems 
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to me you must apply a test in any community, as we did in Washing- 
ton. I think this program and recommendation has not been criti- 
cized by the people in the public housing field. It was done by Nat 
Keith and me, and Nat isa strong believer in public housing. We did 
it jointly. 

The test we made and the test the law requires in essence is that a 
community must first face up to its total slum problem. It must 
say, “All right, what is going to be required in city X in order to 
eliminate slums?” First, what do the slums consist of and, secondly, 
how much of that stuff is nonsalvageable and must be destroyed. 
Third, over what periods of years are we going to do it? You lay out 
a schedule and that involves a demolition program, and also involves 
an extensive rehabilitation under vigorous code enforcement. You 
are able to schedule this, and we did over 10 years in the District 
of Columbia. It might be 15 somewhere else, and it might be 5. 
Three years in advance on that schedule, you project it 3 years as 
to what is going to be required and what number of families is going 
to be displaced by the combined-demolition program, and rehabili- 
tation program, and code-enforcement program. ‘Then you determine 
how many of those families are of low income and will require some 
special assistance through a relocation agency. With that being the 
demand, you add up the: components of supply, which are the existing 
vacancies in the market, and new public housing programs that may 
be underway, and new private housing that may be built for that 
purpose. 

A big item is the turnover in the public-assistance housing. You 
match that supply of available housing for those low-income families 
against that demand and the deficiency is your projected public 
housing need. 

If that test is being applied, it seems to me there can be very little 
argument over that need. But if the supply of housing exceeds that 
demand, there is no purpose in additional public housing. It means 
you have an overall slum elimination program that you are working 
toward. Your schedule is to accomplish it over a set period of years, 
and the only purpose for which you need this public housing is to 
achieve it. 

It seems to me it would be a very unfortunate thing if we lost that 
test. 

Secondly, as to the workable program test, when we conducted this 
we followed a certain procedure. This subcommittee of the President’s 

\dvisory Committee included Dick Gray of the Building Trades 
Council of the American Federation of Labor, Ralph Walker of 
the American Institute of Architects, a fellow from a life-insurance 
company in Birmingham, an architect from New Jersey, and myself. 
We called for people from all over the country to study with us all 
day, if necessary—planners and administrators of housing programs, 
of redevolpment commissions, and private builders, to ‘try to find 
out what was needed to eliminate slums from American cities. The 
greatest unanimity among everybody who came before us—and our 
report said that the greatest point of unanimity was that there was 
absolute agreement that these various programs that aimed at slum 
elimination needed to be tied together in a single program. There 
was no justification in the Federal Government’s making a Federal 
grant for urban renewal, for demolition and reuse of land by private 
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ve or the Federal Governmept making a grant for public 

nising, unless that city has first been willing to face up to its total 

in problem and lay out a plan for slum elimination. If a city is 
going into a slum area to eliminate slums and wants public housing, 
but has not been willing to tie a ring around the slums first and set 
up a code- enforcement program to insure those people will not be 
passed out to new slums, then it is throwing money into a rat hole. 
In a great many cities the great result of the Federal slum clearance 
program has been to create : slums as fast as it cured them. It is not 
necessary and is not an unreasonable requirement, but it was antici- 
pated 1 if such a requirement is imposed, there would be howls, and 
there are howls, and the howls are, will cities face up to their problem. 

Again I would like to cite the city of Washington. If the present 
housing programs in the city of Washington continue—the program 
for slum clearance and the program for public housing—they will not 
eliminate slums for over 50 years. But if the eligibility of the city of 
Washington to get those two facilities is tied up “with their having to 
face up to what they have to do in their own administration in code 
enforcement, and pli nning, and tying their overall agencies together, 

t will eliminate slums in 10 years. 

Senator Carenart. Do not the present bill and the proposed bill 
do that ¢ 

Mr. Rouse. No, sir. If you read the proposed bill, it says—— 

Senator Carguarr. Are you going to offer an amendment to the bill 
to do just what you recommend! That makes sense to me. 

Mr. Rouse. No, sir. I would recommend that the bill stay as it is 
The Housing Act 

Senator Carenartr. Does the existing bill do what you want to do? 

Mr. Rousse. Yes, sir. The Housing Act of 1954 requires that a city 
must have a workable program for slum elimination before it is 
eligible. 

Senator Carenart. But the amendments offered to the 1954 bill, 
you think kill it? Is that what you are getting at? 

Mr. Rouse. Yes. They kill it in one instance and they relax it in 
another. They kill it if there is already a redevelopment program in 
the community, but they do not have to prove it. 

Senator CAPpEHART. Are you going to offer an amendment to these 
proposed bills, or this S. 1800? 

Mr. Rouse. My amendment would be that that not be adopted. 

Senator Carenarr. If you cannot give it to us at the moment, can 
you do it later? 

Mr. Rousse. Yes. I will give you a note. 

Senator Carrnart. To pinpoint what you are talking about so 
that we can get it together. 

Mr. Rousr. Yes, I will. 

Senator Cargenarr. Will you please? 

Mr. Rousse. Yes. I would like to point out what it means, and 
what this work of the program requires, and why it is natural to get 
opposition to it. It says a city must have a zoning law. It says a 
city must have a housing code; and it says it must have a basis for 
enforeing the zoning law and housing code, and it must have a plan- 
ning commission and must plan. It says it must show there is citizen 
participation, because citizen particips ition is nec essary in developing 
these neighborhood programs. 
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The administration of the law so far has been that any city which 
said it was going to do that is eligible. Right now all of the cities — 

Senator Capenarr. S. 1800 which you are talking about was set up 
by the FHA people themselves, and was written by them. 

Mr. Rouse. I think it is very possible. I think the agencies do not 
want to—— 

Senator Cargnarr. I see. I wanted to make that clear for the 
record. 

Mr. Rouse. I am not surprised. 

Senator Carrnarr. Let us get them back up here again, Mr. Chair- 
man, and find out why they want to change something from the way 
it was last year, which these gentlemen think is wrong. We missed 
that entirely when they were here the other d: ay. 

Mr. Rousp. We have the composite of three Federal carrots: the 
Federal grant for urban renewal, the public housing, and insurance 
under section 220. They are each good carrots. Instead of having 
them be carrots that are laid out there and gobbled up with no coordi- 
nation of that effort, if those carrots are properly used to meet the 
problem, the cities of this country will be taking the kind of action 
which over a period of 10 to 15 years will make those Federal grants 
unnecessary; and that is what a workable program and system will do. 

Senator Carruarr. I am interested in having you pinpoint it and 
put it into the record; and then let us suggest to the chairman that we 
get Mr. Cole or Mr. Mason back up here and find out why they recom- 
mended these changes which you think are undesirable. 

Mr. Rouse. I will, sir. 

Mr. Neexv. Could I say something there? My name is Samuel E. 
Neel, general counsel of the Mortgage Bankers Association of America. 
I simply wanted to add to Mr. Rouse’s statement that most of the other 
provisions of 8. 1800 are unobjectionable to us, and many of them we 
think would be very helpful. Because we have not specifically men- 
tioned them does not mean we are opposed to them. We either feel 
they are very desirable, or we have no objection to them. 


Military and defense housing 


Senator Monroney. S. 1800 terminates title LX for defense housing 
built by private industry. In the areas where you have new Army 
posts and defense installations, what is your feeling on that? I notice 
you are against the Capehart bill which would open up and reinstitute 
Wherry housing on a bigger scale but you have not said anything about 
title IX. although title V "ITI under S. 1800 is extended for 1 year only. 

Mr. Neevt. May I comment on that, Mr. Chairman ? 

Senator Monrongey. Yes. I wish you would. 

Mr. Neet. The Mortgage Bankers Association in its testimony on 
the Housing Act of 1954, Mr. Chairman, recommended both title VIII 
and title LX, but it was done for several reasons, one of which was that 
the program had not accomplished its desired objectives, and problems 
were being created in connection with the ability of the military to 
determine over a long-range period what was going to be needed. 

We said at that time, as Mr. Rouse said here today, it is our feeling 
where construction is needed on military bases at this time it ought to 
he done either by the lease-purchase, or some amendment to the lease- 
purchase agreement, or by direct appropriation. 
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Senator Carenart. What do you mean by lease purchase 

Mr. Nert. That is a whole system provided by Congress a year or 
two ago, Senator, under which the Government 

Senator Carenart. In other words, you would like to have private 
industry build these houses and lease them to the Government ? 

Mr. Neex. That is right. The Government pays for them over a 
period of vears and eventu: ally owns them, 

Senator Capenart. Why is that better than the mortgage method ? 

Mr. Neri. Because it avoids what frequently turns out to be a fic- 
titious measurement of risk, and an imposition of a so-called insurance 
program on an area where it is very difficult to devise a sound insurance 
program. 

Senator Carenart. Would you object to this bill if it were set 
on the basis the milit: ay did their own insuring ? 

Mr. Nrev. No, sir, I do not think we would. 

Mr. Rouse. I rad say a lease-purchase plan has the additional 
advantage that as it is essentially a Government facility, then the 
buildings are going to be built at their actual cost and the Govern 
ment is going to pay the actual rent required to amortize that cost, 
and pay an equivalent amount of interest; but then it owns them. 
Whereas, under the system of mortgage insurance it never owns them. 

Senator Capenart. What do you mean “it never owns them”? It 
owns them under S. 1501 when the mortgages are paid off. Have you 
read S. 15014 

Mr. Rouse. I read it but I missed that. I was assuming the lease 
was a 75-year lease used in the past. But it is very comparable to the 
lease-purchase. 

Senator Carenarr. My point is it makes the FHA the insuring 
agent. My question is, if the military were made the insuring agent 
and I would say the committee pretty well made up their minds that 
is what they are going to do—then would you object to it? 

Mr. Rouse. Then you have lease-purchase only under another plan. 

Senator Caprenart. What ? 

Mr. Rouse. You have the lease-purchase system except by another 
device. 

Senator Caprnartr. You would have the military awarding the con- 
tracts to the lowest bidder who would build the houses, and then a 
mortgage would be placed upon them and the military would operate 
them and pay off the mortgages. Then when they were paid off they 
would own the property. 

Mr. Neex. I think that would remove most of our problem that this 
is foreign to the FHA. 

Senator Capenart. I presume what you were concerned about—and 
I can well understand your point—was that you did not want to get 
FHA and the FHA insurance funds mixed up with this sort of thing. 

Mr. Negev. That is exactly correct, sir. 

Senator Carenart. That is why I think as a result of the testimony, 
and further study of the whole business, I would say that the members 
of this committee who have been listening to the testimony lean toward 
having the military do their own insuring. They would collect one- 
half of 1 percent and do it and take it complete ‘ly out of the hands 
of FHA. I think Congress has made up its mind that this lack of 
housing for the military is so serious that they have to do something 
about it. 
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They either have to appropriate $1.5 or $2 billion, or they have to 
set up some such system as this bill calls for and amortize it through 
mortgages over a period of 25 years. The end result will be the same. 
I see many advantages to the amortization of the mortgage plan be- 
cause it will put the Army and Nav y and Air Force on a more business 
like basis in my opinion than it would if you appropriate the money 
to do it and they see it is all paid for. 

If they have to operate on the basis of paying for it every month 
and every year, and running it as a business, then I think they are less 
likely to overexpand. I think they are more likely to get better hous 
ing, and are more likely to make certain that the houses are filled at 
all times. 

I think that is much better than it is to have a direct appropriation. 
It isa big argument as to which costs the most. I do not think it makes 
much difference. I have one group of people around me who peered 
the mortgages cost less, and another group feels that selling bonds and 
the direct appropriation costs less. I do not think it makes a lot of 
difference, because we so badly need the housing for the boys. 

While it may cost the Government a little more under one plan than 
another, if you do not get these houses—and we need about 250,000 
of them very badly—it is going to cost the privates and corporals and 
sergeants and lieutenants and other officers ever y day, thousands and 
thousands of dollars that they ought not to be required to pay. We 
are picking these fellows up by the back of the neck and saying, “Here, 
we are going to take you and your family out of civilian life for 2, or 3, 

r4 years.” The least we can do for those fellows is furnish them with 
au doom place to live for their families, and not have them running 
around as they are now, living in trailers and motels, and spending 
their own money. 

It is just pitiful. Believe me when I tell you, it is pitiful, particu- 
larly in the outlying camps. It is not so bad in a camp that hes near 
a big city, but in the outlying camps where there are no towns it is 
pathetic. I think we ought to do something about it. 

I do not know of a single member of this committee who is not 
very, very sympathetic to the whole problem. It is just a question of 
working out the best plan. If the Canarate wants to aposeprate a 
couple of billion dollars to get the job done, that is wonderful. I am 
interested in getting the job done, and that will get the job done. I 
am for getting the job done either by the direct appropriation or 
mortgage route. I think you will save millions and millions of dol- 
lars in taxes to the Government if you can induce people to stay in the 
Government rather than get out. 

Mr. Rouse. If you can devise a way to have drawings and speci- 
fications worked up by the private builders rather than the militar y 
it will save some money. 

Senator Carpgnart. That will. 

Mr. Nee. I think you have correctly stated our position on FHA. 

Senator Carrnart, You want to keep FHA out of this thing. 

Mr. Nee. That is correct. 

Senator CarpeHart. There is a lot of merit to that. 

Senator Monroney. If FHA has nothing to say about its approval 
or the soundness, then it becomes an automatic thing, which is not 
quite fair to the insuring agency. 
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Senator Capenartr. Of course, that can be easily corrected. You 
‘an give them authority if you want to and keep them in it, or take 
the .m completely out and let the military handle it. I think maybe it 
is better to let the military handle it. The reason why we put them 
in in the first place was the question of how much authority they 
mane have; and we will arrive at that later. Primarily, in a sense, 
» have set up Mr. Cole’s office as the place where we were going 
to , coordinate all housing. I think that was very improbable. I 
think if we can agree this i is a good thing and ought to be done, then 
we can find a way to do it. I think the details can be worked out. As 
[ have said repeatedly, and everyone else has, we are certainly not 
voing to make obsolete, or cause a default in, any existing Wherry 
housing, or any defense housing that has been built, or any other 
housing. L 

This is to supplement what has already been done, and primarily 
i these outlying camps where they have just terrific problems. 

Senator Monroney. I think with all of the onbase housing you 
may get either through Wherry, or the Capehart bill, or appropriated 
funds, you will have a need for defense housing where other installa- 
tions are being put in and the 20 percent investment under title II 
will simply not get you that housing. You have in the Military Estab- 
lishment civilian personnel who are not eligible for onbase housing. 
It worked well during the war. 

Senator CarprHarr. Certainly if we are going to have any new 
camps or factories that are 100 percent defense plants you will need 
it. I see nothing wrong with keeping it in the bill with the under- 
standing that it will only be used 

Senator Monroney. It is used very rarely now. 

Mr. Rouse. Senator, it is impossible for us to be aware specifically 
of the kind of needs you are speaking of ; but if the needs exist in the 
scale where the work of the defense establishment is being handi- 
capped by not having housing available in these communities, and 
to a point where the Federal Government has to consider whether or 
not housing should be provided—if there is a need of that kind then 
it seems to me it would be better to do it and to meet that need 
through an insurance program than through a direct appropriation. 

Senator Carrnart. He is talking about civilian workers. 

Senator Monroney. It is not that. There is always a group of peo- 
ple in the military service not eligible for rental allowances. These 
are usually the ones not taken care > of in W herry and onbase housing. 
They include the unmarried sergeants and corparals, and married en- 
listed men who need this housing for themselves and their families. 

Mr. Neex. It is primarily rental housing. 

Senator Monroney. It has to be held for 3 years under title IX. 

Mr. Neer. A part of the problem in this matter are the problems 
that are holding up rental housing construction in almost every area 
now. And until there are some experiences under the provisions of 
the Housing Act of 1954, I think you are going to find any rental 
housing construction is going to be slow. 

Senator Monroney. Thank you very much, gentlemen. We ap- 
preciate your coming before us. 

The next witness is Mr. J. J. O'Malley, chairman of the legislative 
committee of the National Savings and Loan League. He will be 
accompanied by Mr. Harold F. Braman, executive manager of the 
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National Savings and Loan League. We appreciate you gentlemen 
coming before the committee and are glad to have the benefit of your 
testimony. You may proceed in your own way. Thank you. 

Hlome loan bank 


STATEMENT OF J. J. O’"MALLEY, CHAIRMAN, LEGISLATION COM- 
MITTEE, ACCOMPANIED BY HAROLD P. BRAMAN, EXECUTIVE 
MANAGER, NATIONAL SAVINGS AND LOAN LEAGUE 


Mr. O’MAtiry. My name is James J. O'Malley. I am president of 
the First Federal Savings and Loan Association of Wilkes-Barre, Pa 
I appear here today in my capacity as chairman of the Federal legis- 
lation committee of the National Savings and Loan League. 

On behalf of the members of the National Sav ings and Loan League, 
I wish to thank the committee for this opportunity to appear. I will 
be very brief. However, Iwill be very glad to answer any questions. 

Our primary interest is in sections 14 “through 16 of S. 1800 and in 
an amendment to S. 1800 to establish the Home Loan Bank Board as 
aun independent agency in the same manner as the Federal Reserve 
Board and the Farm Credit Administration, comparable agencies in 
their fields. 

Discussing first subsections (1) and (3) of section 14 of S. 1800, the 
Federal Home Loan Bank Act when enacted in 1982 provided in effect 
that each member institution should hold capital stock in its Federal 
Home Loan Bank in an amount equal to 1 percent of the aggregate 
unpaid principal of such member’s home-mortgage loans. The United 
States Government at this time also furnished approximately $125 
million of capital for these Federal home-loan banks, upon which divi- 
dends were paid. 

This 1-percent requirement was raised to 2 percent by Congress in 
1950 in connection with the accelerated repayment of the Government 
capital and the authority then placed in the Secretary of the Treasury 
to purchase Federal Home Loan Bank obligations up to $1 billion. 

As before stated, the savings and loan industry is desirous of seek- 
ing the independence of the Home Loan Bank Board, and under the 
proposed plan the Federal home-loan banks would be called upon to 
purchase the outstanding Government capital in the Federal Savings 
and Loan Insurance Corporation, a constituent agency of the Home 
Loan Bank Board. We would not seek or request the enactment of 
these subsections of section 14 of S. 1800 if this committee or Congress 
felt that the reduction in the minimum requirements for the holding 
of capital stock in the Federal home-loan banks was any deterrent to 
consideration or enactment of the independence amendment which is 
being proposed. In other words, since 20 percent of the present out- 
standing capital of the Federal home-loan banks would be used, under 
the proposed plan, to purchase the stock of the Federal Savings and 
loan Insurance Corporation, Congress may well want to withhold the 
enactment of subsections (1) and (3) of section 14 for the present. 

Subsection (2) of section 14 of S. 1800 provides new and additional 
grounds for the removal of member institutions from Federal Home 
Loan Bank membership. We believe the enactment of this provision 
would strengthen the Federal Home Loan Bank System and is in the. 
public interest and we favor its adoption. 
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In the creation of the Federal Home Loan Bank System and the 
Federal Savings and Loan Insurance Corporation, great care was 
taken to see that the dual system of State-chartered savings and loan 
associations and Federal savings and loan associations would be pre- 
served, and that State supervision of State-chartered institutions 
would not be abrogated. In the Housing Act of 1954, Congress ex- 
tended the Federal | Government control over State-chartered, insured 
associations by providing that the Federal Savings and Loan Insur- 
ance Corporation could terminate insurance if the operations of the 
State-chartered association were unsafe or unsound. We do not con- 
sider that the current proposal would go any further than was done in 
the Housing Act of 1951. 

Subsection (4) of section 14 of S. 1800 would authorize the increase 
of the number of directors of the Federal home-loan banks from the 
present 12 in several home-loan-bank districts. In one district a total 
of 22 directors would be permissible. Although we consider a board 
of more than 12 directors in general undesirable, and cert: ainly a board 
of 22 directors too large in the case of a Federal home-loan bank, we 
recognize that administrative problems are involved which should 
give the Board authority to provide for adequate workable representa- 
tion of all States within a Federal home-loan-bank district. 

Section 15 of S. 1800 would permit Federal savings and loan asso- 
ciations to make FHA or VA insured or guaranteed loans up to the 
limits permitted for such insured or guaranteed loans. Since Con- 
eress sets the limits for these loans, it would seem to be in accordance 
with its intent to permit Federal savings and loan associations to make 


such loans. We favor the enactment of this provision. 

Section 16 of S. 1800 would alter the existing provisions for an ad- 
mission fee to be charged applic ants for insurance in the Federal 
Savings and Loan Insurance C orporation. The proposed provision 
would require a newly insured institution to pay an admission fee 
based upon the cost of processing insurance suiiteetiona We see no 
objection to this provision. 


INDEPENDENCE OF HOME LOAN BANK BOARD 


The Home Loan Bank Board with its regional Federal home loan 
banks serves the home mortgage credit field in roughly the same man- 
ner that the Federal Reserve Board serves the commercial credit field 
and the Farm Credit Administration the farm credit field. The Fed- 
eral Reserve Board is an independent agency of the Government and 
the Farm Credit Administration was made an independent agency 
by Congress in 1953. 

The Home Loan Bank Board examines and supervises approxi- 
mately 1,650 Federal savings and loan associations and the Federal 
Savings and Loan Insurance Corporation insures accounts in these as- 
sociations and a slightly higher number of State-chartered associa- 
tions, The 11 Federal home loan banks provide home mortgage credit 
for 4,259 State-chartered and Federally-chartered members. The en- 
tire cost of operation of the Home Loan Bank Board and the Federal 
Savings and Loan Insurance Corporation is borne by the State-char- 
tered and federally chartered institutions that are examined or super- 
vised or furnished mortgage credit. The governmental purposes and 
functions are different from that of any other Government agency 
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and should not be under the jurisdiction or control of any other Goy 
ernment agency. 

To effect this purpose, an amendment has been drafted by industry 
representatives in which we participated, and is submitted as an at 
tachment to this testimony. We favor its adoption. This provision 
has already been introduced in the House by Congressman Spence, 
chairman of the House Banking and Currency Committee, and is 
H. R. 5945, 

Very briefly, this amendment would set the Home Loan Bank Board 
up as an independe nt agency in the United States Government. [t 
would change its name to the Federal Home Loan Bank Board, the 
name under which it was created. It would provide for the retirement 
in 60 days after the effective date of the act of the entire United States 
Government capital in the Federal Savings and Loan Insurance Cor 
poration. The amount of this Government capital is now a little ove 
$66 million. The money for this purchase of Government capital 
would be furnished by the Federal home loan banks. In addition, the 
Federal home loan banks would add approximately an additional $30 
million to the capital stock of the Federal Savings and Loan Insur- 
ance Corporation and provide for additional increments thereto from 
time to time. This would be accomplished by requiring each Federa! 
home loan bank to subscribe to an amount equal to 20 percent of the 
outstanding capital stock of such bank on the effective date of this 
amendment. The total outstanding capital stock of all Federal home 
loan banks in March 1955 was $470 million and 20 percent of this 
amount would be approximately $94 million. Provision is made to in- 
crease the subscriptions to the stock of the FSLIC by the Federal 
home loan banks as their capital stock increases. Provision is also 
made for the payment of noncumulative dividends on this stock. The 
dividends may not exceed 50 percent of the premium income but divi- 
dends shall, to the extent funds are available, be declared at a rate at 
least one-half of 1 percent greater than the average cost of money to 
the Federal home loan banks. 

The control of the Federal Savings and Loan Insurance Corpora- 
tion would remain in the Home Loan Bank Board in Washington 
and would not be altered or changed in any way from the way it is 
today. In other words, the Federal home loan banks would have no 
control and the stock is specifically nonvoting stock. 

- conclusion I would like to make two points: 

We feel that the establishment of the independence of the Home 
pee Bank Board is the most important laginlakste proposal before 
this Congress affecting savings and loan associations; and, if neces- 
we é other proposals should be subordinated to its enactment. 

. We do not wish to imply in any way that the administration of 
any agency over the Home Loan Bank Board has been improper or 
antagonistic to the savings and Joan industry. On the contrary, these 
officials have been most cooperative and helpful. But we base our 
position on the principle that the Home Loan Bank Board must at 
all times have independent judgment in insuring the safety and 
soundness of financial institutions they cause to be insured or super- 
vised. In other words, this independent judgment should not be 
tempered with other governmental motives, no matter how laudatory 
they might be. 
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M ilitary h OUSING 


I would like to make just a short statement about military housing, 
if | may. While 1501 is outside of our normal sphere of operations, 
I want to add our commendation for the efforts of Senator Capehart 
to obtain a practical solution of the military housing problem. The 
savings and loan associations have made many loans on individual 
houses of service personnel in all parts of the country, though we 
are not, except in rare instances, involved in multifamily housing 
financing. 

Senator Monroney. Without objection, the proposed amendments 
to S. 1800 submitted by Mr. O’Malley will be made a part of the record 
at this point. 

(The amendments referred to follow :) 


PROPOSED AMENDMENTS SUBMITTED FOR S. 1800 


I. Add at the end of section 14 of S. 1800 the following new subsections : 
“(5) Renumber section 17 to read ‘Section 17 (a)’. 
“(6) Add at the end of section 17 a new subsection (b) as follows: 

“*(b) The Home Loan Bank Board which was, pursuant to Reorganiza- 
tion Plan Numbered 38 of 1947, established and made a constituent agency of 
the Housing and Home Finance Agency shall, from the effective date of the 
Housing Amendments Act of 1955, cease to be such a constituent agency and 
shall be an independent agency (including the Federal Savings and Loan 
Insurance Corporation) in the executive branch of the Government: Pro- 
vided, That the functions vested in the Chairman of said Board under 
clause (2) of the last sentence of subsection (b) of section 2 of said 
reorganization plan are hereby transferred to said Board. Notwithstand- 
ing any other provision of law, said Board, the Chairman thereof except as 
herein otherwise provided, and the Federal Savings and Loan Insurance 
Corporation, respectively, shall have and may exercise all functions which 
they respectively had or could exercise, immediately prior to the effective 
date of the Housing Amendments Act of 1955 or immediately prior to the 
effective date of section 101 of the Independent Offices Appropriation 
Act, 1955. Said Board shall annually make a report of its operations 
(including those of the Federal Savings and Loan Insurance Corpora- 
tion) to Congress as soon as practicable after the first day of January 
in each year. The name of the Home Loan Bank Board is hereby changed 
to “Federal Home Loan Bank Board”.’” 

Il. Amend section 16 of 8. 1800 to read as follows: 
“Section 16. The National Housing Act, as amended, is hereby amended— 
“(1) by amending subsection (b) of section 402 to read as follows: 

**(b) (1) The capital stock of the Corporation shall be divided into non- 
voting shares of a par value of $100 each and shall consist of the aggregate 
amount of stock held by Federal home loan banks, as hereinafter provided. 
The Corporation shall issue a certificate to each stockholder of record, evi- 
dencing that each stockholder is the owner of stock of the Corporation in 
the amount shown on the books of said Corporation. No stock of the Cor- 
poration may be assigned or transferred without the prior approval of the 
Corporation. The Federal home loan banks shall subscribe and pay for such 
stock as herein set forth: Provided, That the Home Loan Bank Board shall 
have power to establish such procedures as in its judgment are equitable in 
connection with such subscription and payment and in connection with the 
other provisions of this subsection. 

“*(2) The original stock subscription for each Federal home loan bank 
shall be in an amount equal to 20 percent of the outstanding capital stock 
of such bank on the effective date of this amendment. The Home Loan 
Bank Board may from time to time adjust the amount of stock of the Cor- 
poration held by each Federal home loan bank so as to require such additional 
subscriptions as may be necessary to increase such stock by such percentage 
as may be determined by said Board of the excess of the capital stock of 
such bank over the capital stock of such bank on the effective date of this 
amendment. Such percentage may from time to time be increased or de- 
creased by said Board, but shall be uniform for all of the Federal home 
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loan banks and shall not exceed 10 percent of such excess. Said Board, if 
it finds that the amount of stock of the Corporation held by any Federal 
home loan bank is in excess of the amount currently required pursuant to 
this subsection, may in its discretion permit or require the surrender of the 
excess, or such part thereof as may be specified by said Board, and upon such 
surrender the Corporation shall pay to such bank the value of the stock 
so surrendered, as determined by said Board: Provided, That no surrender 
which would reduce the stock of the Corporation held by any such bank 
below the amount of such bank’s initial subscription thereto shall be per- 
mitted or required. Where any amount of the stock of the Corporation cal- 
culated under any of the foregoing provisions of this subsection would not 
be a multiple of $100, such amount shall be the next highest multiple of 
$100. 

‘*(3) The Corporation shall declare and pay annually, out of its net in- 
come for each year, to stockholders of record as of a record date fixed by 
said Corporation, noncumulative dividends upon its stock at such rate as 
the Corporation shall determine: Provided, That no such dividend shall ex- 
ceed in the aggregate 50 percent of the premium income of the Corporation 
for the preceding 12 months’ period but such dividend shall, to the extent 
that funds are available therefor, be declared at a rate at least one-half 
percent greater than the average cost of money to the Federal home loan 
banks upon obligations issued by them pursuant to section 11 of the Federal 
Home Loan Bank Act, as amended, during said 12 months or if none were 
issued during such period then the average cost of money thereon during 
the 12 months’ period ending on the last date on which such obligations were 
so issued.’ 

2) By amending subsection (h) of section 402 to read as follows: 

“*(h) The Federal Savings and Loan Insurance Corporation shall, on 
or before 60 days after the effective date of this act, retire at par all out- 
standing stock held by the Secretary of the Treasury and shall pay to the 
Secretary of the Treasury a return on the average amount of capital stock 
outstanding during the fiscal year 1955 at a rate determined by the Secre- 
tary of the Treasury, taking into consideration the current rate on out- 
standing marketable obligations of the United States as of the last day of 
the 6 months of said fiscal year, but prorated for the actual time during the 
fiscal year in which retired that the stock shall have been outstanding at the 
time redeemed.’ 

“(3) By striking section 4083 (d) and inserting: 

“*(d) Any institution which applies after the effective date of the Housing 
amendments of 1955 for insurance under this title shall pay, in the event 
its applicatiomw is approved, an admission fee in such amount as the Corpora- 
tion shall determine, taking into consideration the total cost of processing 
all insurance applications.’ 

“(4) By amending subsection (e) of section 406 by striking the words ‘Hous- 

ing and Home Finance Administrator’ and inserting in lieu thereof the word 


‘Congress’.” 


Senator Monroney. Senator Capehart? 

Senator Carenarr. I do not believe I have any questions. I believe 
your statement speaks for itself, and you include your suggested 
amendments at the end. In other words, the proposed amendment 
covers all of your recommendations? 

Mr. O’Matiey. That is right, sir. 


Home loan hank 


Senator Carrnarr. You strongly urge that the Home Loan Bank 
Board be made an independent agency ¢ 

Mr. O’Matiey. That is right. 

Senator Capenarr. There is legislation to do that before us at the 
moment. 


Senator Monroney. No. He is suggesting the amendments to the 
omnibus housing bill, S. 1800. 


Senator Carruarr. There is no legislation before us at the moment 
to do that? 
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Mr. O’Mautiey. Not atthe moment. There has been one introduced 
in the House, but not in the Senate. We are suggesting this as an 
amendment to 1800. 

Senator Capenart. That is what I thought. 

Senator Monroney. Mr. O'Malley, would it not be better for that to 
be considered as a separate bill and not be mixed up in the omnibus 
bill, which deals more or less with FHA housing and military hous- 
ing, and things of that kind, while this takes up the question of the 
Home Loan Bank Board? I do not think there is anything else in the 
bill which deals at the present time with the Home Loan Bank Board, 
is there? 

Mr. O’Mattey. It does deal with the home loan bank, Senator, and 
we think it is so important to get our business out in the open so that 
we are in a position to do the very best job we can with reference to 
housing. 

Senator Capenart. We can do it by legislation and the President 
can do it by reorganization. 

Mr. Braman. Mr. Chairman, if I might say so, there are several 
sections in this bill dealing with the Home Loan Bank Board. That 
is why we are submitting an additional amendment to one of the sec- 
tions referred to in this bill. 

Senator Monroney. Do you not think it would be a better idea to 
keep the bills separate and deal with the Home Loan Bank Board as a 
legislative matter and not get it involved in the long discussions on 
public housing or military housing, and different things of that kind ? 

Mr. O’Mattey. Mr. Chairman, section 13 does relate to the Home 
Loan Bank Board. It does go on very definitely to give authority 
to increase or decrease the amount of stock the member organization 
must own in its bank. It also affects the home loan banks in that it 
changes the number of elective directors and directors on the boards 
of different banks. Again it goes into section 15, where it affects the 
right of Federal Savings : and Loan Associations to make loans under 
the insured and guars anteed provisions of the law. 

Senator Monroney. But the big question you drop in here is the 
matter of complete divorcement of Fthe Home Loan Bank Board from 
the Housing and Home Finance Agency ? 

Mr. O’Mauiey. That is correct. 

Senator Monronry. That was first established as an independent 
board, was it not, when it was down here and Mr. Lee was the head 
of it? 

Mr. O’Mattey. 1932, Senator. 

Senator Monroney. We did it that way until 1940, or was it later? 

Mr. Braman, 1942. 

Mr. O’Mattry. 1942, when an Executive order of the President 
changed it and made it in the form of an administration, instead of the 
Home Loan Bank Board System. 

Senator Carenarr. But it went under the supervision of the FHA 
when ? 

Mr. O’Mattey. It went under the HHFA in about 1947, was it not? 

Mr. Braman. 1947. 

Mr. O’Matiey. The HHFA in 1947. 

Senator Monroney. But in 1942 it was under the National Housing 
Administrator, I think. 

Mr. O’Mattey. Yes. 
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Senator Monroney. There have been 2 or 3 other titles for the hous- 
ing czar. 

Mr. O’Matuey. That is right. 

Mr. Braman. It went to the Federal Home Loan Agency first, which 
was Jesse Jones, and then to the National Housing Agency. 

Mr. O’Mattey. All we are asking, Mr. Chairman and Senator Cape- 
hart, is that it be placed in the position it was originally intended, as 
an independent system known as the Federal “Home Loan Bank 
System. 

Senator Monroney. Is it under any direct authority now from the 
HHFA, or is it just grouped there for administrative housekeeping, 
and things like that ? 

Mr. O’Mautey. Yes. In the 1954 Housing Act I believe the Con- 
gress established the right in the HHFA to transfer around its funds, 
and that was in the appropriation bill. 

Senator Capenarr. That was in the appropriation bill? 

Mr. O’Matiey. That isright. The right to transfer its funds. 

Senator Capenart. I think we ought to give a lot of thought to it, 
Mr. Chairman. 

Mr. O’Matiey. One more thing. All of the money in the system 
is owned by the members of said System, and it ought not to have 
somebody else shifting around the funds and being in charge of opera- 
tions, and everything else. 

Senator Monroney. But the Federal Government is still obligated 
to buy about $1 billion of notes from them in case it is ever needed / 

Mr. O’Matiey. That is in the Secretary of the Treasury. 

Senator Monroney. Is it limited to the billion dollars? 

Mr. O’Mautiey. Yes, Senator. 

Senator Monroney. Do you have any further questions, Senator / 

Senator Carenart. No. 

Senator Monroney. Thank you very much, Mr. O'Malley. We 
appdeciate your being with us and also you, Mr. Braman. 

Mr. Braman. Thank you, Senator Monroney and Senator Cape- 
hart. 

Senator Monroney. The next witness will be Mr. Wallace J. Camp- 
bell, director of the Washington office of the Cooperative League of 
the United States. 

Thank you very much, Mr. Campbell for appearing before the com- 
mittee today. We are glad to have the benefit of your views. 


Cooperative housing 


STATEMENT OF WALLACE J. CAMPBELL, DIRECTOR OF THE WASH- 
INGTON OFFICE, COOPERATIVE LEAGUE OF THE UNITED STATES 
OF AMERICA 


Mr. Campsett. Thank you. We appreciate the privilege of having 
this opportunity to present our views to you. 

For identification, my name is Wallace J. Campbell. I am director 
of the Washington office of the Cooperative League of the United 
States of America, a national federation of consumer, service, and 
purchasing cooperatives. The league serves regional and national 
cooperatives with a direct membership of 2 million farm and city 
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families. We also include in membership the Credit Union National 
Association with 8 million members and the National Rural] Electric 
Cooperative Association with nearly 4 million family members. 

Our membership is vitally inter ested in the Nation’s housing pro- 
cram in its broad sense as a factor in the national economy. 

We also have a specific interest in the cooperative housing program 
devoted to stimulating the development and construction of coopera- 
tive housing primarily for middle-income families. 

The bills which are before your committee, S. 1800 and others, con- 
tain a number of important provisions with which we are in com- 
plete agreement. We appreciate the great importance of the FHA 
nortan insurance program and feel ‘that the increase in mortgage 
nsurance authorization requested is reasonable, and that continua- 
tion of the program is in the public interest. 


llome repair and modernization 


kxtension of the FHA home repair and modernization program, 
although it has been subject to abuses, is still one of the most reason- 
ible forms of consumer credit for short-term financing. It is con- 
ceivable, however, that the open-end mortgage system getting under 
way may eventually replace the title I program. 


\/um clearance and urban renewal and public housing 

The urban renewal program, although very important in its own 
right, should not be used as a limiting factor on the public-housing 
program. These two Penge aind, although supplementary in char- 


acter, were unfortunately played off against each other in the legisla- 
tion passed last year, with the result that neither program has made 
the progress which was desired. 

The proposal presented in S. 1800 for authorization of 70,000 addi- 
tional low-rent public-housing units is unfortunately inadequate to 
meet the current housing need. Spread over a 2-year period as is con- 
te mplated, it leaves only 35,000 units per year as a ceiling on public- 
housing construction. 

The need for public housing units is estimated by the National 
Housing Conference at roughly 500,000 units per year. This may not 
be an achievable goal, but is a measure of current tal The Cooper- 
ative League would strongly urge that the Congress restore the au- 
thorization enacted in the ‘Housing Act of 1949. The Wagner-Ellen- 
der-Taft bill as adopted, you will remember, authorized 135, 000 units 
of public housing per year. This goal was suspended because of the 
shortage of materials ‘during the Korean war. Now that the emer- 
gency is over, and in light ‘of the need which is still unsatisfied, it 
would be altogether fitting to restore those goals which are 100,000 
units per year greater than the request now being made by the 
President. 

In order to achieve even the 35,000 units requested, it will be impera- 
tive to modify the statutory restrictions which were written into the 
Housing Act last year. We commend the changes set forth in S. 1800 
in this regard and urge that every effort be made to build the neces- 
sary housing units. 

The attention of this committee is specifically drawn to several 
essential amendments which should be made to the Housing Act to 
restore and reactivate the cooperative housing program. 
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MIDDLE-INCOME HOUSING AND COOPERATIVE HOUSING 


The middle-income families in the United States are actually the 
forgotten families in the housing programs. There are adequate 
credit facilities for higher-income groups, and at least a token pro- 
gram for low-income groups, as inadequate as that token may be. To 
date, however, there has not been a practical program which could 
meet adequately the needs of middle-income families. Representa- 
tives of the A. F. of L. or CIO, whose memberships fall largely into 
this category, will undoubtedly present specific information in this 
regard. 

One of the first experimental programs attempting to meet the need 
in the middle income brackets was the cooperative housing program 
of FHA, technically known as section 213. This program completed 
its first 5 years of operation April 20. At that time, 32,666 families 
had built homes or apartments in 292 cooperative associations in both 
small town and city areas. The FHA reported that as of the end of 
March additional commitments outstanding together with other ap- 
plications in process would bring the current program up to 500 pro} 
ects, providing 50,000 homes or apartments with an estimated value in 
excess of $500 million. 

These homes were built with a carrying charge estimated by FHA 
running as much as $20 per month per family below comparable avail- 
able housing. This economy was due in part to the cooperative 
character of the projects and in part to the long-term amortization 
with slightly lower interest payments than other FHA programs. 
The largest factor, however, was that these provided multiple-family 
projects with the consumer investing his equity right away and with 
the projects built for a known demand without any speculative risk. 

Unfortunately, what was looked upon as a minor technical change 
in the law last year has brought this program to an almost complete 
standstill. The change was the substitution of “estimated value” for 
“estimated replacement cost,” in arriving at the insurable mortgages 
on cooperative projects. You may recall that our testimony before 
your committee last year warned that the change would bring great 
hardship to the program. We were not aware ourselves of how great 
a shock the change would be. As of 1 year later the program has been 
almost completely destroyed. 

Because of the seriousness of this situation, I would like to illustrate 
what has happened to projects under the “estimated value” procedures. 

The American Friends Service Committee in Philadelphia launched 
a rehabilitation project in the center of the city which had the support 
of city and civic authorities and great community support. Under 
this program an entire city block was to be rehabilitated. In order 
to make the project economically feasible it was divided into two sec- 
tions. Friends Service, Inc., rehabilitated 52 apartments. The mort- 
gage on the project was $8,100 per unit. This represented 90 percent 
of the cost of the completed units. That section of the job was carried 
forward very satisfactorily. 

When Friends Service applied for mortgage insurance for the 
other half of the project, FHA was forced under that new law to use 
the “value” concept applied currently by FHA. The largest mort- 
gage that could be offered was $4,500 per unit, which is half of the total 
projects estimated the previous year 
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It became obviously impossible to go forward with the project 
since each of the occupants would have had to put up $4,500 m cash 
sa downpayment for their dwelling units. These, mind you, are in 

e same block in the same city, just 1 year later. 

Under the “estimated replacement cost’ procedure, this project, as 
a as all of the other cooperative projects, could have gone forward. 
[ nfortunately, under the “value” concept the FHA uses as its chief 
standard a capitalization of income on the projects. These projects 
ire built to live in and not to bring financial return to the owner 
occupants. Many factors in livability go into into a co-op oe 
which would not necessarily bring financial return to the owner of : 
rental project. Here is the crux of the problem. 

In the case of the Philadelphia Friends project, these dwellings 
are in the heart of a slum area. The FHA appraiser pointed out that 
f these were in the well-to-do section of Philadelphia, they obviously 
would have a higher value. He had to knock down his own appraisal 
of their value because of the slum area around them. That “value” 
concept has made it impossible to remove the rest of the slums in that 
immediate area. It is a self-defeating concept. 

Let me give you one other illustration from nearby Maryland. In 
the town of Greenbelt the residents got the Government out of the 
housing business by buying all of the dwelling units from the Public 
Housing Administration and operated them as private cooperative 
projects owned by the members. The Greenbelt Veterans Housing 
Corp. purchased an additional 800 acres of land so that the Greenbelt 
families could build new housing and expand into homes with more 
adequi ite facilities for growing families. In June 1954, after a year 
of struggling with financial arrangements, the cooperative was ready 
to go with 150 units of detached three-bedroom homes in an FHA 
section 213 cooperative. The model house was built, financing and 
contracts cleared, and an FHA statement of eligibility obtained. 
The Housing Act of 1954 affected only one factor—the requirement 
of “estimated value” as a ceiling on mortgage insurance. FHA with- 
drew the statement of eligibility and reprocessed the case. After 4 
months and $5,000 further expenditure on the part of the co-op 
members, FHA came up with a revaluation which has made it impos- 
sible to go ahead with the project. The Greenbelt group has been 
forced to sell 700 acres of the 800 acres of land and has lost the chance 
of creating a large-scale home-ownership project it had in mind. 

The FHA, to its credit, is attempting to secure new appraisals of 
these projects; but the formula just does not work. We had 4 years of 
successful expersence under the previous law. There had been no 
scandal, There were a few cases in which builder-sponsored cooper- 
atives made some iebieeamite returns for the builders, but in no case 
as high as the builders would have secured under straight speculative 
tinancing. The FHA requires a cost certification and has instituted 
other safeguards so that there can be no mortgaging out and no 
windfalls under the program. We earnestly urge a return to the 
“estimated replacement cost” for the cooperative housing program. 

One other illustration came to my attention this morning, which 
| would like to mention. A co-op in Queens was brought to the FHA 
in Queens and it had an average of 2 and 3 bedrooms in the project. 
lhe FHA took a look at it and said that if this would be figured with 
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1 and 2 bedrooms instead of 2 and 3 bedrooms then it would be made a 
project which would bring in income to the prospective owner and, 
therefore, the project should be completely redone with 1 and 
bedrooms instead of 2 and 3, defeating the purpose of getting a good- 
sized, livable project which the people could afford to pay on a non- 
subsidized housing basis. The FHA is trying to work out others, but 
we are confident these will not be worked out. If they do in 1 or 2 
cases it will be because of the unique character of that particular case, 
rather than because the program will work. 

The other amendments which we have in mind are outlined in 
H. R. 5663, introduced by Congressman Wright Patman in the House 
of Representatives. Senator Sparkman indicated he will introduce 
similar amendments the coming week. 

These amendments would strengthen the cooperative housing pro- 
gram and give it the status which ‘these 5 years of experience indicate 
is warranted. 

1) The restoration of the post of Assistant Commissioner for co- 
operative housing, which was cut out by the Appropriations Com- 
mittee 2 years ago. An effective, hard-hitting program calls for a 
status within the FHA which would give adequ: ite prestige, staff, and 
direct responsibility to the program. “A steady decline in ‘the « ‘oopera- 
tive housing activity and interest has been noted since the Congress 
eliminated the position of Assistant Commissioner. This action was 
unfortunately interpreted by some within and outside of the FHA 
as an indication of the Congress’ disinterest in the measure. 

Some of you on this committee will remember the Senate restored 
that position, but lost it in a conference with the House. 

(2) The Federal National Mortgage Association is already empow- 
ered to assist in certain types of important housing programs. One 
of the amendments proposed would authorize FNMA to make advance 
commitments for up to $50 million worth of consumer-sponsored co- 
operative housing projects at any given time. Not more than $15 
million, however, would be available in any one State. This would, 
in fact, be a revolving fund and would assure readily available finane- 
ing for any project which might not be able to secure financing in the 
open market, either because of unfamiliarity with the program or an 
actual shortage of mortgage money. 

(3) Another amendment would apply to the existing section 225 
covering disposition of Government-owned housing projects. The 
amendment would make it possible for cooperative groups of tenants 
of those projects to use the cooperative mortgage provisions of the act 
to purchase the Government-owned projects on a cooperative basis. 

(4) This amendment would provide for a reduction of the percent- 
age of veteran participation in cooperative projects from 65 percent 
to 50 percent. This would allow the maximum available mortgage 
for such projects and give a broader group of home purchasers in 
multifamily projects the kind of liberal mortgage already provided 
for single-family home purchasers under section 203. 

(5) The final amendment would lift the ceilings on mortgages for 
cooperative projects from the present $5 million limitation to $30 mil- 
lion for any single project. This would apply particularly in the 
larger cities where it is often advisable for economic reasons to build 


larger projects than were envisaged at the time the Congress fixed the 
$5 million ceiling. 
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Let me give you an example of the Morningside housing project in 
New York City, of which President Eisenhower was a member of the 
hoard before he became President of the United States. It calls for 
about $18 million investment in a cooperative housing project in the 
Morningside Heights area. It is a large project and is not eligible un- 
der the FHA proposal, because it is more than the $5 million ceiling 
for the number of units. 

To summarize: The purpose of these proposed amendments is to 
enable the cooperative-housing program to recover its prior position 
of importance by restoring “replacement cost” instead of the “value” 
concept in mortgage insurance; and to allow for the eventual en- 
largement of the program so that it can serve a great many more 
American middle-income families by strengthening the existing 
legislation. 

These amendments will not meet the great need which still exists 
in the middle-income-housing field—the huge need ahead of us. If 
vou feel that this is the appropriate time to pass legislation to meet 
that larger need—and we feel it is—we recommend to your renewed 
attention the middle income housing bill introduced by Senator 
Sparkman and others in 1950 and recommended to the Senate by 
your Banking and Currency Committee. That program was defeated 
by a very narrow margin, due largely to a misunderstanding of its 
objectives. It is more essential today than it was when you recom- 
mended it 5 years ago. 

We appreciate the opportunity to present our views to this com- 
mittee. 

Senator Monroney. Thank you very much, Mr. Campbell. 

Senator Capehart ¢ 

Senator Capenart. I have no questions; but I would like to say I 
believe our investigation last year pretty much proved that we did 
not find many real co-ops. We found primarily a promoter who 
would take his own people and organize them into a corporation 
und make them the officers and build it and make a profit out of it. 
Then it would finally end up being owned by the members, and there 
was not much saving or advnitnae to the members. In fact, they 
actually lost out. They would have been better off if they had 
been 

Mr. CAmpsBe.i. I am very happy you raised that question, Senator, 
because it is a very important one. I am here, as you know, repre- 
senting a consumer group. 

Senator Capenart. Of course. 

Mr. CAMPBELL. So that I have no stake either personally or as an 
organization representative in the builder-sponsored type of coopera- 
tive-housing project. Those have made up, I would say, about 90 
percent of the co-ops built under the section 213 program. 

This much I must say, however: That under the law as it is now 
written, it is Just as legal for a builder to take the initiative in getting 
together five people to set up a cooperative corporation as it is for 
a veterans’ post in Oklahoma, which did the same thing, or for the 
Greenbelt Veterans Housing Co-op, whose board members may not 
live in the new development, to also sponsor a cooperative project. 

We are all in favor of having consumer sponsorship and have it 
either by the individual consumers or by organizations for consumers 
which can take the initiative. 
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I must say this, however, that the builder-sponsored co-ops did 
nclude a few which we did not like at all, but there were quite a 
number of good builders who found that this was a way to take 
advantage of the 40-year amortization and the 414 percent interest. 
They did make as much money building this way as they would 
have building under another part of the program, but on comple- 
tion of the project under the law they were forced to turn the project 
over to the members. 

Senator Carenarr. Well, they sold it. 

Mr. CAMPBELL. They sold it to the members. That meant these 
people then became owners of that cooperat ive project, and they were 
freed from paying rent from now into eternity to somebody else. It 
vave them 

Senator Carrnart. The point I wanted to make was that as a result 
of these builders or contractors operating under the cooperative sec 
tion of the law, they would be the incorporators with their own 
employees 

Mr. Campseiyt. That is right. 

Senator Carruarr. They ‘built them, and they just sold them, and 
made a nice, big profit, and then they got completely out and left it 
in the hands of the people to whom they sold them ? 

Mr. Campseiy. That is right. 

Senator Carenarr. Certainly they are not co-ops in any sense of 
the word, because the profit that they made belonged to the people 
that bought the apartments. 

Mr. Camrse... Well, | would like to suggest this. There is in New 
York a Council of Presidents of FHA 213 Co-ops that were built 
under this kind of a builder-sponsored arrangement. They have 
gone through the headaches involved in having somebody else con- 
ceive the project and build it and then sell it tothem. They are aware 
of all of the pitfalls involved, and yet these people who are now living 
in those feel that they have a better deal as consumers than they would 
have gotten if it had not been for the program. 

I would like to suggest that you invite this group of presidents of 
these co-ops, or 1 or 2 representatives ——— 

Senator Capenarr. Can you bring me a single instance of a real 
co-op under section 213? 

Mr. Camrsett. Yes. One in Chicago. 

Senator Carenart. I wish you would. Mr. Chairman, it would be 
very, very interesting. How many projects have been built under 
section 213 ¢ 

Mr. Camprets., There have been 270 projects, and I would say that 
of the genuine consume r-sponsored projects there are not more than 25, 

Senator Carrnart. About 25 out of the 270? 

Mr. Campsei. Yes. 

Senator Carrnart. Mr. Chairman, I suggest the staff be authorized 
to get the names and addresses of those section 213’s, and that they 
study them and give us a report. 

Senator Monroney. Mr. Campbell has those. Can you not furnish 
them ? 

Mr. Campsett., We can furnish them. We will have to identify 
from an FHA list those which are consumer-sponsored. 

Senator Monroney. The staff could get it just as well. 
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Mr. Camppsett. The FHA people have to say under the 


. ; law, “These 
are all cooperatives.” We can help you identify those. 


(The information referred to follows:) 


Sec. 213, cooperative housing 


(aA) 
*OO0 
"MKD 


(MM) 


W174 
30178 
40182 


{OTR 


4 
SO008 
wos 


OOO! 
v2 
HOS 
s0004 
0005 


S006 


S008 


)—S0009 


sOO10 
{O16 
{0017 
s0018 
jOO19 
sO 
O02 
40032 
10033 
s00384 
10035 
{0036 
WWS7 
{0038 


230030 


{O40 
0041 
10042 
40043 
{0044 


2-30045 


30046 


2—-S0048 


S0051 
30052 


2-30053 


30054 


S0O55 
30057 
SOO5S8 
{0064 


S005 
JO087 


sOOGQ 
0074 
WOT 


INSURED 


Location 


California 
Fresno 
do 
Connecticut 
Stamford 
Florida 
Jackson ville 
do 
Creorgia 
Smyrna 
Illinois 
Chieago 
Evanston 
Park Forest 
Marvland 
Seat Pleasant 
White Oaks 
Silver Spring 
Seat Pleasant 
Nebraska 
Omaha 
New Jersey 
East Orange 
Jersey City 
West Deal 
Jersey City 
New York 
Brooklyn 
Jackson Heights 
do 
do 
Mount Vernon 
do 
Fiushing 
ao 
do 
Whitestone 
do 
do 
do 
do 
do 
Brooklyn 
do 
do 
do 
Little Neck 
do 
do 
Brooklyn 
Forest Hills 
Little Neck 
do 
do 
do 
Brooklyn 
do 
do 
Hollis 
do 
do 
do 
Riverdale 
New Rochelle 
Flushing 
Yonkers 
Flushing 
do 
Yonkers 
do 
Woodhaven 


no 15 


PROJECTS 


MANAGEMENT TYPE (lll PROJE( 


Kavanagh Manor Cooperati 
Ashlan Village Cooperative 


Hampshire House, Ine 


Havalon Cooperative 
Cedar Shores Cooperative 


Belmont Hills Cooperative 


Pioneer Cooper itive 
First Williamsburg Apartment 
Park Forest Cooperative No. 1 


Booker T. Homes, Sec. IV 
NOL, Cooperative No. |! 
Northwood Park Cooperative 
Booker T. Homes, Sec. III 


OEA Housing Corp 


Shepard Gardens 
Lexington Apartments 
Deal Shores Estates 
College Towers, Sec. 1 


Harry Silver Housing Co 
Northridge Cooperative No. 1 
Northridge Cooperative No. 2 
Northridge Cooperative No. 3 
Vernon Manor Cooperative No. 1 
Vernon Manor Cooperative No. 2 
Mitchell Gardens No. 1 

Mitchell Gardens No. 2 

Mitehell Gardens No. 3 

‘Jearview Gardens, 6th Corp 
‘learview Gardens, 5th Corp 
‘earview Gardens, 4th Corp 
‘Jearview Gardens, 3d Corp 
‘learview Gardens, 2d Corp 
Clearview Gardens, Ist Corp 
Brigham Apartments No. 1 
Brigham Apartments No. 2 
Brigham Apartments No. 3 
Brigham Apartments No. 4 
Beech Hills Corp. No. 1 

Beech Hills Corp. No. 2 
Beech Hills Corp. No. 3 
Marine Park Housing Corp 
Harvey Gardens Cooperative 
Deepdale Housing Corp. No. 1 
Deepdale Housing Corp. No. 2 
Deepdale Housing Corp. No 
Deepdale Housing Corp. No. 4 
Parkway Apartments 
Nostrand Gardens 

Fillmore Gardens 

Hilltop Village, Sec. 1 

Hilltop Village, Sec. 2 

Hilltop Village, Sec. 3 

Hilltop Village, Sec. 4 

The Knolls, Sec. I 


White Oak Gardens 
Sandale Cooperative 
Bronxville Gardens 


Kissena Cooperative No. |! 
Kissena Cooperative No. 2 
Greystone Gardens, Sec. A 


Parkview Cooperative 


;, 300 


000 


000 


000 


O00 


}, 000 


{OO 
in) 
O00 


OOO 
000 
vO0 
Hoo 


5, 200 


700 
200 
600 
000 


7, 200 


20 
700 
700 
900 
100 
SOO 
000 


», SOU 


O00 


7, 500 
, 400 
, VOO 


SUD 


37, 900 
, 400 
, 400 
5, 100 
, 900 
, 600 
. 400 
5, LOO 
. 400 
4, 700 
, 900 
, 800 
, LOO 
, 200 
, 800 
5, 800 
7, 800 
, 200 


514. : 


322 
949 


362, 


129, 


999 


» Apartments 


Third Park Forest Corp 749, 


$24, ; 


600 
900 
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Sec. 2138, cooperative housing—Continued 


INSURED PROJECTS 


Location 


New York—Continued 


30078 do 
30077 do 
30079 Brooklyn 
30084 Jamaica 
30085 Irvington 
SO086 ado 
3009. Brooklyn 


30106 Far Rockaway 


30108 Brooklyn 
SO11L0 do 

30111 do 

30112 do 

30122 do 

30126 Yonkers 
30128 White Plains 
30132 Dobbs Ferry 
30136 Riverdale 
30137 Ridgewood 
30139 Flushing 
10145 Bayside 
0146 do 

;O155 Bronx 


;1G5 Jackson Heights 


j0173 do 
30174 Brooklyn 
30184 Flushing 
SO1LS5 lo 
30188 do 
30189 Brooklyn 
30190 do 
30198 do 
,0198 lo 
;01990 do 
10200 do 
30201 Bronx 
30202 Flushing 
30203 do 
$204 do 
30205 Brooklyn 
0211 do 
40212 do 
30217 do 
10224 Yorkers 
Ohio 
O02 Parma 
30003 do 
Pennsylvania 
20002 Pittsburgh 
10008 do 
30002 Philadelphia 
30007 do 


MANAGEMENT TYPE (lll PROJECTS 


Second Forest Park Corp 

First Forest Park Corp 

Shore Road Arms Cooperative 
Merrick Park Gardens 

Half Moon Apartments, Sec. 1 
Half Moon A partme nts, Sec. 2 
Hamilton Cooperative Apartments 
Shore View Cooperative 
Garden Hall Cooperative 
Marine Gardens 

Lincoln Cooperative 

Midwood Gardens 

Kings Oak Terrace 

Valentine Gardens Cooperative 
Edgebrook Cooperative 

Beacon Hill Cooperative Apartments 
The Knolls, See. I 

Ridgewood Gardens 

Franconia Cooperative Apartments 
Bay Terrace Cooperative, Sec. 1 
Bay Terrace Cooperative, Sec, 2 
College Gardens Cooperative 
Roosevelt Gardens 

Brulene Gardens 

Lana Cooperative Apartments 
Mainstay Cooperative, Sec. 1 
Mainstay Cooperative, Sec. 2 
Murray Hill Cooperative 
Ocean Terrace Apartments 
Webster Gardens 

Lenox Arms 

Colonial Cooperative 

Bay Parkway Apartments 
Shore Terrace Cooperative 
Olinsvilie Terrace 

Linden Hill Cooperative No. 
Linden Hill Cooperative No. ‘ 
Linden Hill Cooperative No. : 
Sheepshead Terrace 

Montauk Court Apartments 
Ocean Road Terrace 

American Park, sec. 1 
Greystone Gardens, sec. D 


Snow Village, Ine 
Snow Village B, Inc 


Belmar Gardens, Inc 
University Square Apartments No. 1 
Sth & Brown Mutual Housing Corp 


| 2101 Cooperative Housing Corp 


INSURED PROJECTS—SALES TYPE (181 PROJECTS) 





Arizona 
0001 Phoenix 
30002 do 
30003 do 


123-30004 do 
+-30005 do 


30006 do 
s0007 do 
S0008 do 


23-30009 do 


S0010 do 
30011 Yuma 
30012 do 
30013 do 
+0014 Phoenix 
30015 Tempe 
}~-30016 do 
30017 Casa Grande 
30018 do 
30019 Coolidge 
30024 Phoenix 
30025 do 


Pima Housing Cooperative 
Sonora Housing Cooperative 
Mohave Housing Cooperative 
Indian Villa Co-op No. 1 
Indian Villa Co-op No. 2 
Eastern Gardens 

Park Sutton Cooperative 
North Willow Square Co-op 
West Side Housing Co-op 
Maryvale Park Housing Unit 1 
Valley Housing Cooperative 
Bel-Aire Housing Cooperative 
Yuna Housing Cooperative 
Alta Vista No. 5, Unit 1 
Tempe Housing Oooperative 
Papago Housing Cooperative 
Casa Grande Housing Co-op- 
Apache Housing Cooperative 
Coolidge Housing Cooperative 
Cranbrooke Housing Cooperative 
Paradise Housing Cooperative 


Continued 


Amount of 
mortgage 


, 000 
, 900 
300 
300 
300 
100 
, 100 
, 100 
600 
300 
600 
500 
700 
600 
100 
, 100 
100 
, 600 
100 
000 
500 
700 
200 
100 
800 
yoo 
000 
200 
700 
400 
800 
100 
100 
600 
100 
500 
900 
800 
, 600 
, 500 
, 000 
47, 100 
500 


, 200 
200 


900 
800 
200 
600 


, 000 
2, 400 
, 600 
8, 000 
:, OOO 


5, 200 | 


. 200 
5, 950 
4, 100 

. 750 
3, 600 

, 000 
4, 000 
3, 800 
3, O50 

, 200 

300 

, 000 

}, 850 
750 
180, 850 


a eidiniatenten 


Mabe 
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Sec. 213, cooperative housing—Continued 


INSURED PROJECTS—SALES TYPE (181 PROJECTS)—Continued 


Num 
Amount of ber 
mortgage ol 

units 


Location 


Arizona—Continued 
3-30026 do Scottsdale Housing Cooperative $173, 500 
3-30027 do Maryvale Homes No. 1 273° BOO 
3-30028 do Alts 5, U 
§- 30029 do A lt 


Vista No. ! nit 2 136, 800 


i 4 ,» t 
a Vista No. 5, Unit 3 220, 400 
300380 do Alta Vista No. 5, Unit 4 304, 000 
300381 do Alta Vista No. 5, Unit 5 319, 200 
30082 do Alta Vista No. 5, Unit 6 258, 400 
30033 do Alta Vista No. 6, Unit 1 273, 600 
3 BNR do Alta Vista No. 6, Unit 2 220, 400 
+ 30085 do Alta Vista No. 6, Unit 3 304, 000 
300368 do Alta Vista No. 6, Unit 4 319, 200 
30037 do Alta Vista No. 6, Unit 5 258, 400 
30038 do Maryvale Park Housing Unit 
300389 do Maryvale Park Housing Unit 3 78, 050 
30040 Scottsdale Sahuaro Housing Cooperative 2, 850 
3-30041 do Desert Housing Cooperative , 050 
+~30042 Phoenix Maryvale Homes No. 2 000 
3-30043 do Maryvale Homes No. 3 166, OOO 
}-30044 do Maryvale Homes No. 4 , 000 
30045 do Maryvale Homes No. 5 35, 600 
23~-30046 do Southern Housing Co-op No. | 271, 200 
}~ 30047 do Southern Housing Co-op No. 2 12, 750 
30048 do Terrace Unit No. 2 + 400 
0049 do Southern Hous 
10051 do Alta Vista No 
2330052 do Alta Vista No 
+ 30053 do Alta Vista No Unit 3 304, 000 
30054 do Alta Vista No Unit 4 5, 600 
10055 do Alta Vista No. 7, Unit 5 . 400 
30061 do Terrace Unit No. 4 343, 100 
30062 do Terrace Unit No. 5 292, 000 
30063 do Terrace Unit No. 6 292, 000 
30066 do Terrace Unit No. 9 202, 000 
Arkansas 
30001 North Little Rock North Shore Housing Corp , 001, 286 
30002 West Memphis Kendal Homes , 300 
30003 do Memphis View Homes 2, 563, 800 
30008 do Wendal Homes 9, 200 
California 
30002 San Luis Obispo Gold Tree Homes 20, 000 
30001 Long Beach Lakewood Park Mutual Homes No , 607, 100 
30002 do Lakewood Park Mutual Homes No , , 400 
30003 do Lakewood Park Mutual Homes No. 3 , 065, 400 
30004 do Lakewood Park Mutual Homes No . », 400 
30005 do Lakewood Park Mutual Homes No 74, 550 
30007 do Lakewood Park Mutual Homes No. 6 742, 900 
30008 do | Lakewood Park Mutual Homes No , B44, 850 
30009 do | Lakewood Park Mutual Homes N "79, O50 
30010 do | Lakewood Park Mutual Homes No. ‘ 800 
$0011 do | Lakewood Park Mutual Homes No 1, 500 
30012 do Lakewood Park Mutual Homes No 2, 300 
30013 do Lakewood Park Mutual Homes No. 12 100 
30014 do Lakewood Park Mutual Homes No. 1: , 950 
30015 do Lakewood Park Mutual Homes No 51, 350 
30016 do Lakewood Park Mutual Homes No. LS 2, 115, 350 
30017 do Carson Park Mutual Homes No. | , 050 
30019 do } Carson Park Mutual Homes No, 2 150 
30020 do Carson Park Mutual Homes No. 3 ‘ 5OO 
10021 do Carson Park Mutual Homes No. 4 7) 
30022 do | Carson Park Mutual Homes No. 5 , 050 
30023 do |} Carson Park Mutual Homes N« 3 100 
30024 do Carson Park Mutual Homes No. 11 2, 485, 450 
30025 do Carson Park Mutual Homes No. 6 : 2, 900 
$0026 do ‘ Carson Park Mutual Homes No. 7 2, , 750 
30027 do Carson Park Mutual Homes No ; , 600 
30028 do Carson Park Mutual Homes No. 12 , 100 
30029 do Carson Park Mutual Homes No : 500 
30030 do | Carson Park Mutual Homes No , 859, 800 
30031 abit ols | Carson Park Mutual Homes No. { . 850 
30032 do | Carson Park Mutual Homes No. i , 650 
30033 do |} Carson Park Mutual Homes No 400 
30034 do Carson Park Mutual Homes No . 600 
30050 do . Carson Park Mutual Homes No , 900 
30052 do Carson Park Mutual Homes No , 600 
30053 ; do ; Carson Park Mutual Homes No , 550 
30054 do Carson Park Mutual Homes No , 800 
30055 do ..| Carson Park Mutual Homes No. : , 950 


2 174, 350 


g Co-op, No. 3 55, 950 
Unit 1 258, 400 
Unit 2 319, 200 
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Sec. 218, cooperative housing—Continued 


INSURED PROJECTS—SALES TYPE (181 PROJECTS)—Continued 


Num 
Amount of ber 


Location mortgage 


un 


California—Continued 
30056 do Carson Park Mutual Home 2 000 
30057 do Carson Park Mutual Home 7 000 
30058 do .| Carson Park Mutual Home 2 , 550 
30059 do .| Carson Park Mutual Home 7 200 
30060 do Carson Park Mutual Home a 800 
30061 do Carson Park Mutual Homes ? 2 600 
30062 do Carson Park Mutual Home 2 900 
70-30063 do ‘arson Park Mutual Home a 2, 400 
30064 do ‘arson Park Mutual Home 3 , 200 
3008: do ‘arson Park Mutual Homes 3 000 
S006 do ‘arson Park Mutual Home 
30067 do ‘arson Park Mutual Home 
30068 do arson Park Mutual Homes 
30060 do ‘arson Park Mutual Homes 
30071 do ‘arson Park Mutual Home 
30073 do Carson Park Mutual Home 
30078 do Carson Park Mutual Home 
30079 do Carson Park Mutual Homes 
low i 
30001 Atlantic Fairlawn Properties, Inc 
Kentucky 
30003 Louisville Community Homes, Inc 
Louisi Ana 
30007 Monroe Monroe Southern Homes No. 1 
30008 do Monroe Southern Homes No. 2 200 
30009 do Monroe Southern Homes No. 3 200 
30010 do Monroe Southern Homes No. 4 200 
30011 do Monroe Southern Homes No. 5 200 
30012 do Monroe Southern Homes No. 6 200 
S001¢ Springhill Shady Oaks Development Corp. No. 1 400 
30017 do Shady Oaks Development Corp. No. 2 600 
30018 do Shady Oaks Development Corp. No. 3 600 
30021 Alexandria Parkway Subdivision No, 1! 000 
30022 do Parkway Subdivision No, 2 000 
30023 do Parkway Subdivision No, 3__. 900 
Michigan 
30003 Detroit 2d Michigan Cooperative . 200 
30007 Meridian 2d Flint Cooperative , 792, 400 
30002 Royal Oak ist Michigan Cooperative : 500 
Nebraska 
30002 Omaha Underwood Properties, Inc , 319, 000 
Nev ida 
30001 Las Vegas Charleston Park Mutual Homes No. 231, 800 
30002 do ‘ Charleston Park Mutual Homes No. : 231, 800 
5-30003 do Charleston Park Mutual Homes No. : 2 
30004 do Charleston Park Mutual Homes No, ¢ 
30005 do Charleston Park Mutual Homes No. ! 
30006 do Charleston Park Mutual Homes No. 6 
30007 do Charleston Park Mutual Homes No. 
30008 do Charleston Park Mutual Homes No. ! 
5-30000 do Charleston Park Mutual Homes No. 
30010 do Charleston Park Mutual Homes No 
5-30011 do Charleston Park Mutual Homes No. 
30012 do Charleston Park Mutual Homes No. 
30013 do Charleston Park Mutual Homes No. 
30014 do Charleston Park Mutual Homes No. 
30015 do Charleston Park Mutual Homes No. 
5-30016 do Charleston Park Mutual Homes No. 
Ohio 
30004 Springfield Linden Heights Homes 
Oklahoma 
30001 Cushing Cushing Veterans Housing Association 
30002 Perry Perry Veterans Housing Corp 
30003 Walters Legion Housing Corp 
30004 Altus Altus Veterans Housing Corp 
30005 Fairview Fairview Veterans Housing Corp 
30007 Hobart ; Hobart Veterans Housing Corp 
30008 Mangum... Mangum Cooperative Housing Association 
30009 Shawnee Shawnee Veterans Housing Corp 
30010 Watonga ‘ Watonga Veterans Housing Corp s 
30011 Frederick. .. Frederick Veterans Housing Corp 303, 400 | 
30012 Alva Alva Veterans Housing Corp 360, 000 
30013 Apache ...| Apache Veterans Housing Corp : 105, 160 
30017 Oklahoma City- -. ist Top O’ The Town Corp. -- 371, 900 
30018 a .| 24 Top O’ The Town Corp. -- ‘ 258, 750 
30019 do ‘ 3d Top O’ The Town Corp --. . 383, 450 
30025 do Garden Oaks Veterans Housing Corp. - 659, 900 
30027 do Northwest Homes 329, 450 
30032 do Northeast Homes. -- en 272, 150 
30001 Tulsa Derent Memes Corp... .....2<2.0020005 345, 000 
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Sec. 213, cooperative housing—Continu 


INSURED PROJECTS—SALES TYPE (181 PROJECTS 


Oregon 
6-30011 Portland Willamette Heights 
Tennessee 
30003 Frayser Frayser Homes, Inc 
4 do Ardmoor Ho Ime 
{0005 do F leet wood Hon es, In 
0010 do Fenton Homes, Inc 
O16 Memphis Dornel! Homes, Inc 
Lies do Pacemaker Homes, In¢ 
024 do White “Station Homes, No 
Fort Worth Capers Home Ownership 
Wichita Fall Holliday Homes, Int 
Virginia 
Front Royal Royal Villag 
Wisconsin 
rhiensville hiensville Home Co-op, No. 1 


ets without asterisk are those initiated by builder onst 2 
nitinted by the consumers (19 Projects with 2 asterisks are those 
r-sponsor (6 A total of 292 


Senator CareHarr. | think the record will prove from our inves 
tigation—if I am wrong I want somebody to correct me and I want 
the record to be corrected—that it was just a scheme used by certain 
people to build under section 9135, which has better terms, et cete ra, 
than any of the other titles. That they made large profits which they 


themselves kept, and then the people to whom they sold these indiv id 
ual units were no better off than they would have been if they had 
bought them from some other contractor that built an apartment 
building or built individual houses. 

Mr. Camrpbet.. With this one exception: That is, that when they 
hought them, this became an owned project. It gave the people the 
ownership of this project on a reasonable basis. 

Senator Caprnartr. When they buy any house 

Mr. CAMPBELL. Well, they could not have bought these same units 
at that same price. 

Senator Capenarr. That is the point. 

Mr. Campseit. I am not here to defend the big Lakewood project 
out in Long Beach, Calif. It is one of the biggest projects that has 
been built. In our terms 

Senator Capenartr. There was a case I think where they made a lot 
of windfall profit, and then the investors’ syndicate in Minneapolis 
financed it and entered into an agreement with them. 

Mr. Camppet. In this particular case we would not find a “cooper 
ator’ —in our terms—in a thousand out there. That is, anybody who 
went into it because they believed in the cooperative movement, so 
to speak. 

Senator Capenarr. Iam glad you are 

Mr. Camppen.. The builder there, under this particular program, as 
far as we can find out, was not a racketeer. He was a sharp, shrewd, 
hard-headed builder. He found that these terms were better for him 
than any other terms, and he built under this instead of building under 
203 or 608 or something else. But the consumers in those homes got 
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a better deal because of the 40-year amortization and the 414 percent 
interest. 

Senator Carenarr. Yes; but under a true co-op there was no reason 
he should make all the profits he made. 

Mr. Campsety. That is right. But anybody—— 

Senator Carenarr. If we are going to have true co-ops, we do not 
want the things to happen that we discovered were hi appening. 

Mr. Camrseiy. This may sound strange for me, but until the co- 
operative movement and until the consumer organizations, whether 
it be the labor organizations or the veterans’ posts or whoever they 
are who sponsor these, can actually put together organizations to 
build these, we will have to turn to the building industry. Now, the 

building industry has some racketeers in it, but by and large it is a 
pretty good industry. 

Senator Carrnarr. Well, no builder is going—— 

Mr. Campreii. Somebody is going to make some kind of a profit on 
this. We would prefer to see the FHA be able to control that profit, 
to get the cost certification at the closing of the project, to see that the 
project is built at what is termed in the industry as a reasonable cost, 
rather than not have these things done at all. None of these are as 
good as the consumer-sponsor ed. ones, but they have been in the in- 
terest of the consumer. 

Senator Carenartr. Mr. Chairman, I would like permission to place 
in the record at this point that section of our report on the FHA 
investigation that had to do with the misuse of section 213. 

Mr. Campseit. [ am perfectly aware of them. 

Senator Carenarr. I know that. I want to put it in the record. 

Mr. Campset.. I am perfectly happy to have you put it in. 

Senator Carenarr. I am delighted that you are conscious of what 
is happening and what has happened i in the past, and we ought to find 
some way to correct it if we can. 

Mr. Camrsetyi. That is right. 

Senator Cargenart. What they were doing, Mr. Chairman, was 
this: The terms under section 213, the co- -ops, were more liberal and 
the mortgages were longer. These fellows just were building under 
this tile, you see, rather than under another title, but their whole 
operation from the sales standpoint was under the other titles except 
that this enabled them to sell them faster, make more money, and 
made it easier for them. Is that not right? 

Mr. Campsetn. That is right. 

Senator Monronry. In my home State we had some very good 
luck with veterans’ co-ops In which the cities would prepare the 
streets, put in the sewers. We got away from the exorbitantly high 
development cost in smaller towns where there was no developer or 
builder. One contractor could go in and build 15 or 20 houses in an 
area for these veterans and wind up with a house that normally would 
cost $8,000 or $9,000 perhaps for $6,000. 

Senator Carenarr. That was the purpose of the bill. 

Senator Monroney. If we could get at a program like that some 
way, I think it would help the smaller communities where you do 
not have builders and no one to operate. You probably have need 
up in Maine for that type of house, Senator Payne. Certainly you 
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cannot get at it by the changing of the estimated value for the esti- 
mated replacement cost, however, can you ¢ 

Mr. Campseti. Well, unless we get the change back or something 
else comparable done, we will not get anything, either consumer- 
sponsored or builder-sponsored or builder-sponsored co-ops, built. 

Senator Capenart. Without objection, Mr. Chairman, I would like 
to have placed into the record pages 41 partially through 48 entitled 
“Section E, Cooperative Program,” from Senate Report No. 1, 84th 
Congress, on the FHA investigation. 

Senator Monronry. That is so ordered, without objection. 

(The section above referred to follows :) 


Section EB. CoopeRATIVE PROGRAM 


Section 213 of the Housing Act provides for FHA-insured mortgages on 
cooperative housing projects sponsored by nonprofit corporations or trusts. The 
committee’s investigation of the housing program discloses virtually no instance 
in which a true cooperative utilized this section of the act. In almost every 
case the project was built by a promoter for profit utilizing this provision of 
the statute, with its maximum 95 percent of estimated-cost mortgages, because 
of its more profitable provisions. This is particularly true of the single-family 
sales houses, built under the cooperative housing section of the act, under which 
promoters not only obtained 95 percent mortgages but also had their construction 
advances insured by FHA (as distinguished from the conventional sale house 
program under section 203 in which FHA did not insure construction advances). 

The greatest number of cooperative multifamily projects constructed under 
this nonprofit section were in the New York area. The plan generally used was 
for the promoter to acquire land on which the project was to be built and lease 
that land to the cooperative project for a long term of years. The cooperative 
apartment owners were generally not aware of the fact that even after paying 
off the mortgage they would still not own the land. They never will own the 
land and are required forever to pay the ground rent or lose their building. 

As shown in the preceding section these leaseholds were most profitable for 
the promoter. 

The plan also called for the promoter to create and control the 
nonprofit cooperative corporation. That corporation was usually organized by 
nominees of the promoter. They in turn would enter into a contract with the 
promoter’s construction company for the construction of the project. The same 
persons sat on both sides of the table in determining the terms and provisions of 
that construction contract, including the amount that the cooperative corpora- 
tion must pay the construction company. More important, the contract gen- 
erally provided that the final payment was to be made to the construction com- 
pany when the project was approved by the cooperative corporation. The pro- 
moters were careful to retain control of the cooperative corporation until after 
they had approved their own work. Then they would permit the cooperators to 
elect their own board of directors. 

A most unusual use of the nonprofit cooperative section of the act for single- 
family sales houses was employed in the Los Angeles area by Ben Weingart and 
Louis Boyer in projects involving $62 million of FHA-insured mortgages. 
Weingart and Boyer promoted Carson Park Mutual Homes and Lakewood Park 
Mutual Homes as cooperative housing projects. Weingart made arrangements 
with Investors Diversified Services for the interim financing and thus avoided 
the necessity for the individuals to advance money to start the project. In 
return, Investors Diversified Services received roughly half the profits. Nom- 
inees of Weingart and Boyer were the incorporators of the so-called nonprofit 
corporations. Thousands of homes were built and the profits divided between 
the Weingart and Boyer group and Investors Diversified Services. In the Carson 
Park project, involving $32.1 million in FHA mortgages, the Weingart and Boyer 
group invested $65,000 and received profits of $1,417,321, including a profit of 
$118,485 on their sale of the land to the sponsoring corporation. For arranging 
the financing, Investors Diversified Services received profits of $1,056,981, in 
addition to normal interest on all of the funds it had advanced. 
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In the Lakewood Park project, involving $30.2 million of FHA mortgages. th, 
Weingart-Boyer group and Investors Diversified Services conducted a similarly 
profitable operation. 

The Weingart-Boyer group received commitments from the Long Beach (adja 
cent to Los Angeles) FHA office for 6,663 units to be constructed under sex tion 
213. The only other section 213 commitment ever issued by that office was 
project of 50 units. 

The committee heard testimony that the section 213 program was used in 
Arizona to sell houses without any downpayment on a for profit sales pro 
gram. Hyman Rubenstein testified that a construction company he owned 
built single-family houses which it sold to a nonprofit corporation he controlled 
for the amount of the FHA mortgage. That mortgage was 95 percent of FHA’s 
estimate of the cost. The nonprofit corporation then sold the houses without 
any downpayment. Rubenstein testified that these houses were thus sold for 
approximately $8,000, with a profit to him of $1,000 on each house. If FHA’s 
estimates Were in line with Rubenstein’s actual costs, FHA was allowing him a 
17-percent profit in a program in which FHA insured construction advances and 
virtually insured the builder against loss, 


a 


Senator Monroney. Taking out the administrative section for co 
operative housing did not help any to get genuine cooperatives going; 
did it ¢ . 

Mr. Campsett. That is right. At the inception of the program 
there were eight men plus secretarial help working on it. Today there 
is a cooperative adviser and his secretary as all that is left of that 
section, plus one of the prior members of the staff who is now work- 
ing under the multifamily housing projects, working in that capacity. 
But it means 2 or 3 people doing what 8 were doing before and the 
possibility of policing these and preventing abuses is almost im- 
possible. 

Senator Monronry. Senator Payne, did you have any questions? 

Senator Payne. No. The only thing I have is the observation that 
from what I know of it Senator Capehart has stated that the will 
of the Congress was pretty plain that they wanted this to be a provi- 
sion to permit true cooperative housing. 

Mr. Campset.. That is right. 

Senator Payne. The will of the Congress was circumvented be- 

cause perhaps the law did not spell it out clearly enough. — It certainly 
was circumvented so that the true cooperative was not what we were 
getting. We got something where some fellows figured some ways 
ner it so as to be able to carry out just exactly what Senator 

Capehart has explained here. 

So, if it is going to be a true cooperative in line with your testimony 
here, it is going to require some pretty careful drafting of the law to 
pin it down to that type of housing and to eliminate any chance for 
somebody else to come in and use that as a medium to get around it 
and make some real money on it. 

Senator Carenarr. A true co-op is one where, if there are a thou- 
sand cooperators, each gets exactly the same in profit, the same in bene- 
(it. We found in many cases, you see, where the five incorporators 
would take—just using figures now—a million or two million or three 
million in windfall profits, and then those to whom they sold the apart- 
ments, the units, maybe a hundred or two hunudred or a thousand, paid 
about the same as anybody else would pay for a comparable house. 
They did get some benefit in that they got longer terms, because that 
Was a part of the title, part of the law. 
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Mr. Campseiy. Ina couple of these places you would be very proud 
of the way these people are maintaining their projects. You get the 
homeownership factors that are awfully important in these things. 

Senator Payne. You would say it was a pretty poor record if only 
approximately 25, as I understood you to say, are true consumer 
cooper atives out the two hundred-some-odd that were built? 

Mr. Camerete. What I would say is that the 25 were consumer- 
sponsored and were cooperative from the beginning. 

Senator Carrenarr. They were true co-ops / 

Mr. Camppein. True co-ops. 

Senator Carenart. The others were promoters who promoted under 
the co-op sect ion, section 213, of the law. 

Mr. Campset.. That is right. Now, a number of others have be- 
come true cooperatives, and they are ones we are very proud of, 
because the people, after they found themselves in this situation, got 
together, pooled their knowledge and initiative, and have done an 
important job. 

Senator Carprnart. That is right. 

Mr. Camppetnt. And we hate to see some of those knocked in the 
head. 

Senator Cargenarr. Another feature of section 213 is that the Gov- 
ernment is obligated to loan construction money as they go along 
building. The Government is obligated to do it. Under other titles 
they have got to go out and find their own money and their own 
credit. 

Senator Monroney. Any more questions? 

Thank you very much, Mr. Campbell. We appreciate your testi- 
mony. 

Mr. Clarence H. Olson. Mr. Olson, will you come forward? I be- 
lieve vou would like to introduce our next witness. We are glad 
to have you here, Mr. Olson. 

Mr. Ouson. Thank you very much. Mr. Chairman and gentlemen 
of the committee, my name is C. H. Olson. I am the assistant direc- 
tor of the legislative program of the American Legion, and we ap- 
preciate the agi to come before you this morning to support 
the principles of S. 1501 which I think is under consideration this 
morning, the Armed poe Housing Insurance Act of 1955. 

I have with me the chairman of our national aeronautics committee, 
as we call it, which is a subdivision of our national security commis- 
sion. Mr. Evans is a volunteer, one of the many who worked with 
us in our wide program. 

Our statement is not of a technical nature, and I am sure it is not 
going to take very long. 

In view of the fact that Mr. Evans is mixed up in the aeronautical 
business, his statement points more to the Air Force than other 
arms of the service, but that in no way is to detract from our general 
support of the measure for the benefit of the other services as well. 

Senator Caprnartr. The Navy and the Army? 

Mr. Ouson. Yes, sir. 

Mr. Jack Evans, gentlemen. 

Senator Monroney. Thank you very much, Mr. Olson. 

Mr. Evans, we are glad to have you before the committee and. would 
appreciate it if you would just proceed in your own way. 
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Military ho USING 


STATEMENT OF JOHN K. EVANS, CHAIRMAN, NATIONAL AERO- 
NAUTICS COMMITTEE, NATIONAL SECURITY COMMISSION, Ac- 
COMPANIED BY CLARENCE H. OLSON, ASSISTANT DIRECTOR, 
LEGISLATIVE PROGRAM, THE AMERICAN LEGION 


Mr. Evans. Mr. Chairman and gentlemen of the committee, thank 
you for extending to me the opportunity of presenting the following 
statement. 

Despite the increasing degree of mechanization in modern warfare, 
I think we have all come to realize that our military personnel make 
up our most important military resource. In approving the recent 
pay raise for military personnel, Congress recognized the importance 
of attracting and retaining capable ‘and experienced people in the 
Armed Services. 

There is another item, equal in importance to that of pay, that af- 
fects the welfare of military personnel. It is the question of proper 
and adequate housing. This problem of living conditions and the 
welfare of our service personnel is the responsibility of every Ameri- 

can citizen. If we try to avoid or limit this responsibility, we only ig- 

nore the fact that the peace of the world and the safety of our coun- 
try depends on the ei and dedicated spirit of our soldiers, sailors, 
and airmen. 

Above all, our security depends upon the skill of these men respon- 
sible for the operation and maintenance of atomic-age equipment. 
Any disregard for those human values which our military, the same 
as you and I, as Americans, have come to expect and accept can only 
lead to a continuing and costly turnover of personnel. 

I, along with other members of the American Legion, have per- 
sonally inspected the facilities at many of our bases and stations. We 
have found the lack of adequate housing to be a disgrace and a prob- 
lem of concern to all of the armed services. It is especially critical 
for the Air Force because it is a new and expanding service. For this 
reason, I would like to place particular emphasis on the Air Force's 
housing needs. 

The expansion of existing Air Force facilities and the construction 
of new bases have created a serious shortage of family quarters for our 
Air Force officers and airmen. It is true that some progress has been 
made by the Air Force in reducing this shortage, but a still greater ef- 
fort is needed in the immediate future. The majority of Air Force 
families are not fortunate enough to get Government-furnished 
quarters. ‘These families must depend on community housing. In 
most instances, such housing is either not available, is too expensive, 
or is too far from existing airbases. In those instances where it is 
available, community housing: i is either flimsy or so expensive that 
quarters allowances fail to cover the cost of rent. 

Today there are about 445,000 men in the Air Force who must have 
housing for their dependents. To meet this need the Air Force can 
count on only 134,000 adequate family units. 

Thus, there are 311,000 men in the Air Force today who do not 
have adequ: ite housing for their families. Is it any wonder that the 
Air Force is faced with a serious reenlistment problem ? 
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Of these 311,000, there are about 171,000 married airmen, who be- 


cause of their grades are not entitled to Government quarters and 


who would not be affected by the proposed amendment to the National 
Housing Act. These airmen have been granted dependency benefits 
under temporary legislation due to expire June 30 of this year. The 

vast majority of these airmen have a continuing housing problem with 
the resultant effect on their morale. I sincerely hope that some form 
of permanent legislation will be enacted to take care of these in- 
dividuals. 

Senator Caprnarr. Mr. Chairman, would you yield a moment? 
You say there are about 171,000 married airmen who because of their 
grades are not entitled to Government quarters and who would not be 
affected by the proposed amendment to the National Housing Act. 

Mr. Evans. Yes. 

Senator CarppHartT. You mean S. 1501, the bill I introduced together 
with 29 other Senators ¢ 

Mr. Evans. Yes. That is as we understand it. 

Senator Monroney. Under all those bills, Wherry Act and all, 
they go down only to those who are guaranteed quarters. 

Mr. Evans. That is right. 

Senator Monroney. By the rank that they have. 

Mr. Evans. That is right. 

Senator Monroney. It does not go down below master sergeant or 
something. 

Mr. Evans. Correct. 

Senator Capenart. Under the bill I introduced, it is the intention 
to cover any and everybody in the service—that is, married or who 
has dependents. If it is not written that way, it certainly ought to 
be changed. 

Mr. Evans. Well, I am not a lawyer, but from what I have talked 
to some about—— 

Senator Monroney. We have no jurisdiction over that. The quar- 
ters pay has to be diverted to pay for this housing, and——— 

Senator Capenart, All of these 171,000 get rental allowances, do 
they not? 

Mr. Evans. Well, it is under the special temporary legislation that 
expires June 30. 

Senator CareHArtT. You mean the legislation expires June 30 giv- 
ing them quarters allowances? 

Mr. Evans. Quarters allowances, 

Senator Capenarr. That does not come before this committee. 

Mr. Evans. No. And when that expires, they are not eligible under 
this act. 

(The following was later received for the record :) 

THE AMERICAN LEGION, 
NATIONAL AERONAUTICS COMMITTEE, 
May 13, 1955. 
Hon. J. W. FULBRIGHT, 


Chairman, Senate Banking and Currency Committee, 
United States Senate, Washington 25, D. C. 


Dear Mr. CHARMAN: At the hearings before your committee on May 13 con- 
cerning housing for military personnel, I was asked by Senator Capehart as to 
why lower grade airmen were not entitled to housing. In response to this in- 
quiry I would like to submit the following additional information which I respect- 
fully request that it be included in the record. 
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At the present time all enlisted personnel are entitled to a monthly quarters 
allowance. The amount each airman receives varies betwen $51.30 and $96.90, 
depending upon the number of their dependents. These allowances are author- 
ized under the provisions of the Career Compensation Act of 1949, as amended. 
and Public Law 771, 8ist Congress. However, Public Law 771 which extended 
the benefits of quarters allowance to enlisted personnel in the lower four grades 
is due to expire on June 30 of this year. Upon the expiration of this law only 
the top three grades in the enlisted ranks will be entitled to quarters allowance 

Since Public Law 771 is a temporary authorization, the Air Force in estab 
lishing requirements for Government furnished housing units is unable to con- 
sider those airmen who will no longer be entitled to such housing. In an effort 
to extend these benefits to the lower a grades of airmen, a provision has 
been incorporated in H. R. 3005 which, if adopted by the Congress, will extend 
the provisions of Public Law 771 to July 1, 1959. If approved, the majority of 
these airmen will still have to depend upon community housing to meet thei: 
needs 

Sincerely, 
J. K. Evans, 

Senator Carenarr. Well, they would be eligible to live in the houses 
that would be constructed under this act by paying rent. They could 
pay rent out of their own pocket. 

Mr. Evans. They would have to pay it out of their own pocket. 

Senator Carenarr. So, therefore, it becomes a question, I guess, o 
whether these 171,000 will or will not get quarters allowances. 

Mr. Evans. They will not now, as I understand, sir. 

Senator Carenart. They will be eligible under the bill as we have 
it. If it is not that way, we certainly will change it so they can live 
in these houses that we propose to build under this plan—of course, by 
paying rent. Or they would not even have to pay rent if they had 
quarters allowances. They could be assigned to them. But we will 
check into that. Iam glad you called it to our attention. 

Mr. Evans. Thank you. 

Senator Caprnart. It is a technicality we can straighten out. 

Mr. Evans. Thank you very much. 

This then leaves 140,000 in the Air Force who are entitled to Gov- 
ernment quarters under existing law but who do not have adequate 
housing. For the time being, some of these people are just out of 
luck: for example, even if authority and funds were provided, we 
could not build all the homes needed by the Air Force in Japan because 
there is not enough land available. 

Since 1947 when the Air Force became an independent service, ap- 
propriations for new Air Force housing has been sufficient to provide 
less than 2 percent of that required. The first such appropriation to 
be of any benefit was the fiscal year 1955 funding for approximately 
2.230 units. Even this appropriation was in striking contrast to the 
fiscal year 1955 authorization for over 6,000 permanent family-type 
dwellings. If this is to be the pattern of future authorizations and 
appropriations, it will take over 60 years to satisfy the need of those 
airmen presently entitled to housing. 

Obviously, dependence on appropriated funds will not meet the 
urgent needs of the Air Force. It is equally apparent that economic 
and budgetary considerations prevent us from depending solely upon 
appropriated funds to provide this housing. ; 

On the other hand, laws making the National Housing Act applica- 
ble to the military family have provided about 25 perc cent of the Air 
Force's adequate housing. 
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Senator CapeHartT. You mean that is under the so-called Wherry 
Act / 

Mr. Evans. Yes. 

The terms of this act should be extended pee expanded in line with 
the proposed amendment being considered by your committee. By 
so doing, an economical solution to an aise ite and pressing prob- 
lem will result. 

Overseas, two procedures for obtaining housing are available. Un- 
der the first, the rental guarantee plan, 410 houses have been obtained 
by the Air Force in its 3 years of oper: ation; 616 more are under con 
struction. Although the basis exists to obtain most of the housing 
required by the employment of this plan, current restrictions on the 
rental guarantee per iod have severely restricted the plan’s operation. 
[hese restrictions must be eliminated. 

The other procedure available for the acquisition of overseas hous- 
ing is covered by recent legislation authorizing the employment of 
certain funds generated by the sale of surplus commodities in friend- 
ly foreign countries, U nfortun: ately, this legislation, enacted in July 

1954, has to date failed to produce any funds in any country where 
our forces have a military housing requirement that comes under the 
category avi ailable for such housing. 

The American Legion supports and strongly urges the passage of 
S. 1501. We believe that the provisions of this proposed amend- 
ment to the National Housing Act will go farther than any other 
previous measure in insuring the construction and availability of 
housing to those individuals entitled to such benefits. The immediate 
need is for about 119,000 units. As additional bases are constructed 
and as some of the Air Force’s present housing outlives its useful life, 
the need will exceed 160,000 units. 

The American Legion commends the work oi your committee in its 
interest in this vital legislation. We believe the need for military 
housing has simply fallen behind the actual needs generated by the 
expansion of our military forces since the beginning of World War ILI. 
‘The effectiveness of this force is ¢ losely related to the morale of 
members. Enactment of S. 1501 will provide an immeasurable stimu- 
lus in the maintenance of a high morale. Failure to take remedial 
action will only result in a low reenlistment rate, resignation of trained 
officers and a high incidence in the breakup of service families. 

The issue at stake is not trivial in nature. It is a matter of military 
life at the family level—of those simple and honest things a man must 
have if he is to do a challenging job, under strain, and still hold his 
family together. I am certain that if the living conditions of these 
men are raised to the American standard, the attractiveness of milit: ary 
service life will be assured. 

Senator Monroney. Thank you very much for your statement, Mr. 
Evans. 

Senator Capehart ! } 

Senator Capruart. I do not think I have any questions, Mr. Evans. 
[ congratulate you upon your statement. I agree with you 100 per- 
cent. I think it is one of the pressing problems facing this Congress— 
to figure out ways and means of adequate housing for the married men 
ind women who have dependents in the service. There is nothing, to 

my mind, that would do more for morale or that is more needed than 
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this. It is just a question of finding some way to do it. And we fee] 
S. 1501 is one way of doing it. There may be other ways. There may 
he better w. ‘vs. If there are, let’s find them and put them to use. At 
the moment I know of no better way to do it. 

Mr. Orson. Mr. Chairman and Senator Capehart, I think the con- 
fusion arose possibly from the article in the Congressional Record of 
March 18 which was submitted by you at the time the bill was intro- 
duced, 

Senator Caprmart. Yes. 

Mr. Oxson. It refers on page 2660 to the authority given the mili- 
tary to assign personnel to quarters in these units just as it otherwise 
would assign public quarters. This means that the quarters allowances, 
whether they be $90, the average monthly quarters allowance, or $170 
the monthly quarters allowance for general officers, will be withheld 
from assigned personnel and used to make periodic payments on the 
principal and interest of the mortgages outstanding, et cetera. On 
the following page you say that authority is given the appropriate 
secretaries to lease any land held by the United States to an eligible 
builder and also to assign quarters to military personnel, withholding 
from the quarters allowance of the personnel so assigned. Then those 
who receive no quarters allowance apparently were eliminated. But 
that is not the intent as I understand it. 

Senator Carenarr. Of course, you understand, on something as 
big as this and as complex as this, you never quite hit it right when 
you first write legislation. 

Mr. Oxson. I understand. 

Senator Carrenart. The best you can do is introduce legislation 
with a general principle, and then you amend it as you go along, 
learning from witnesses and others who have the facts and who know. 
Because in writing legislation you cannot call in everybody and arrive 
at the proper way to word the legislation when you write it. The 
purpose of. our hearings, of course, is to listen to you gentlemen and 
then correct any proposed legislation to make it practic: al and sensible 
and workable. 

We are finding, since we originally introduced the bill and wrote 
it, many things that we now feel ought to be changed. But the gen- 
eral principle is the same, and that is getting houses. We have not 
changed that principle at all. 

Mr. Orson. We feel that 

Senator Caprnart. We are changing some of the details. 

Mr. Orson. It is a very fine move, and we certainly pledge our sup- 
port to the measure. 

Senator Monronry. Would you think, Mr. Evans, it would be wise 
at the same time to extend title 9 to get housing in the community, 
privately rime housing off-base? There will always be these out-of- 
the-way ar I am experiencing it with some SAC bases in Okla- 
homa aiaiew: they like to locate away from the crowded centers. The 
servicemen who cannot find places on the base, men who are married 
und who have families, and also the civilian population that is drawn 
there to service these bases have to have more housing. 

Mr. Evans. Right. 

Senator Monroney. This allows it to be built under regular FHA 
procedures with only a 10-percent equity in it instead of the 20 percent. 

Mr. Evans. That is right. 
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Senator Monronry. In exchange for that they have to limit it to 
costs, and the rental must be within the range of eA nt ability of 
most of the men on the base. They guarantee to hold it for 3 years 
at least, or 2 years, in a rental status. 

Mr. Evans. Correct. 

Senator Monronry. Do you feel we need to extend that title maybe 
another year or two? 

Mr. Evans. Lagree with you that I think we do. 

Senator Monronry. Because everybody in FHA around this town 
seems to think we are all through with our base-building, but par- 
ticularly your airbases are in a continuous state of addition and 
change. 

Mr. Evans. I agree with you entirely. 

Senator Carenartr. We can extend it, and if it is not needed they do 
not need to use it. 

Senator Monroney. I say they have not used it very much. It has 
been the most tightly held program I have ever seen for defense hous- 

ing, and you have just got to prove there are 10,000 people waiting 
for each house almost before you can get an allocation for a community 
that is trying to make good on its pledge at the time that the airbase 
was located in that community that they would do the building neces 
sary for the maintenance of base personnel. 

Mr. Evans. I agree with you. As I mention in my report here, the 
latter part of last year 1 made a survey trip as a Reserve officer in 
uniform of many bases in this country and many overseas bases. Un- 
fortunately, this does not apply to the overseas bases. But I think 
the living conditions in many of those areas are deplorable. And 
while I personally must admit I did not like living in a tent in World 
War II, I certainly would hate like hell to live in a tent during time 
of peace. 

Senator Carpruarr. That is the point. You can and you will and 
you should and you must and you do put up with anything when you 
are actually at war. 

Mr. Evans. That is right. 

Senator Carpenarr. but do you agree with me that a large per- 
centage—I do not know what percentage it is, but it is a large per- 
centage—of the folks back home, that is, the fathers, mothers, and 
relatives of these servicemen, the relatives of the serviceman and 
his wife, are constantly saying to him, “Why don’t you get out of 
there’ Why do you put up with this sort of thing? You have to 

put up with no place to live, no place for the children. 

Mr. Evans. That is right. 

cea CaPrH ART. They constantly tell them, “Why don’t you get 
out’ I do not know what the percentage is, but it is a big per- 
centage. 

Mr. Evans. It is a very big percentage. I think it contributes to 
the breakup of family life, which I think is very, very important in 
our country right now. And I think this question of reenlistment 
is being pennywise and pound-foolish, because in the Air Force par- 
ticularly, in this technical and technological age, it costs a lot of 
money to train even a GI you might say. ae is an expert in highly 
complicated equipment. When he quits, it is going to cost us a lot 
of money to train another fellow. 
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Senator Carenarr. That is right. And it is true, too, in the Navy 
and Army. 

Mr. Evans. Yes; it is. 

Senator Carenart. Because this is a technical army. My good- 
ness, the knowledge you have to have to run radar and electronics and 
tanks is really something. 

Mr. Evans. If you do not get them to reenlist, you do not get any 
return on your investment. 

Senator Monronery. Senator Payne, do you have any questions / 

Senator Payne. I have nothing except to commend the statement 
that has been issued here. I am glad to see that you want to see the 
continuance of the present program as well as the adoption of this one 
that is contained in 8S. 1501. 

Mr. Evans. Thank you very much. 

Senator Payne. I know a lot of men in the Air Force. I happen 
to be a Reserve officer myself with the Air Force. I know a lot of 
them who are just not going to stay in the service because these new 
bases, and particularly the ones you spoke of, Senator, the SAC bases, 
are Way outside of communities as a general rule, because of the type 
of operation. Unless there are facilities there for those families 
and those people, it is just a deterrent to those men reenlisting when 
the time comes up. 

Mr. Evans. That is right. 

Senator Carpenarr. I get some arguments here that it ought to be 
done by direct appropriations. Yet, but we can use both. We can 
ap propriate money for appropriated houses and use this too. We 
can use the one that gets the job done. We have had the Wherry 
(ct now for a number of vears, and I believe 87,000 units have been 
built under it, and yet we had direct appropriations for building a 
certain number of military houses in the United States and throughout 
the world. We can have both. We can use both. That is what you 
do in a business. A businessman uses both. He pays cash, and then 
he buys things on time, or he puts out a mortgage, or he puts out a 
bond issue. 

Senator PayNr. But appropriated housing will never get this job 
done in time. 

Senator Carenartr. You will never get the money appropriated. 
Let’s get the job done and argue about the details of it or ar gue about 
whether it is going to cost a ‘little more or a little less later, I do not 
understand that argument anyway. It is all being paid for out of the 
quarters allowances or out of the rents. It is not costing the Govern- 
ment anything. 

Mr. Evans. That is correct. 

Senator Carenartr. Orthe taxpayer. Because the money we appro- 
priate for the quarters allowances belongs to the man. 

Mr. Evans. That is right. 

Senator Carenarr. Are you going to take it away from him? You 
might as well make the same argument that every time a serviceman 
buys an automobile he is buying it out of appropriated funds. Or 
you might as well argue that every time I spend part of the $22. Ps 
IT get now that I am spending it out of appropriated funds. Well, 
am. My salary had to be appropriated, and the salary of every serv- 
iceman is appropriated, and he spends it. These quarters allowances 
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ire a part of his compensation at the moment t they pay it to him, and 
ie can go out if he wants to and rent a $200- 1-month house, or he can 
rent a S10-a-month house. If his allowance is $90, he saves $80. If 
le pays $200, it costs him $110 out of his own pocket in addition to 
his allowance. 

Mr. Evans. That is right. 

Senator CAPEHART. So I do not get the argument at all. Let’s get 
these houses. 

There was a time when World War I] ended when we needed houses 
badly for the men returning from’the service. We got them. They 


are there tog ay. Now, what we need are good houses for the boys 
staving in the service or who are coming into the service. That is 
what we need now. That is the paramount need at the moment. So 


let’s get the job done. 

Senator MoNRONEY. Do you have any further questions ¢ 

Senator CAaPpEHART. No 

Senator Monroney. Thank you again, Mr. Evans and Mr. Olson. 

We have one more witness. The next witness is Mr. E. S. Emerson 
representing the College and University Finance Associates. 

— Emerson. 

enator Capenart. May I make this statement, Mr. Chairman. | 

ity have to leave before you finish. If I do, that does not mean I am 
not interested in what you have to say, but I have got to go to the floor 
to get through a bill that has to do w sith Fanny May. That is part of 
the Housing Act. It is the fourth bill to be taken up on the calendar 
after 12 o’clock. Iam going to go over there to help Senator Spark- 
man, who is out of the city. He has asked me to do it. 

Mr. Emerson. Surely. 

Senator Payne. Mr. Chairman, I may also have to do that. 

Senator Monroney. We will complete the testimony even though 
you gentlemen have to leave. I hope you will stay as long as you can. 

Proceed, Mr. Emerson. 


College housing 


STATEMENT OF E. S. EMERSON, GENERAL PARTNER, COLLEGE AND 
UNIVERSITY FINANCE ASSOCIATES, SAN ANTONIO, TEX. 


Mr. Emerson. Mr. Chairman and members of the committee, I am 
IX. S. Emerson, of San Antonio, Tex. I have been engaged in the 
investment banking business since 1928, and have been active in college 
financing since 1938. Iam at present a general partner of College and 
University Finance Associates, which is engaged as a prince ipal busi- 
ness in college and university long-term financi ing. 

Senator Monroney. Before you go further, can you tell us a little 
bit more about your organization, the College and U ai veraity Fi inance 
Associates? How many members do you have / 

Mr. Emerson. Two partners. It isa private enterprise. It is a 
small, personal business and a private enterprise. 

Senator Monroney. It is a private business ? 

Mr. Emerson. Yes, sir. 

Senator Monroney. No college presidents or people like that ? 

Mr. Emerson. Definitely not, sir. 

Senator Monroney. Strictly your own business? When was it 
organized, Mr. Emerson ? ah 
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Mr. Emerson. In 1952. Senator, I think it may explain it a little 
more clearly if L say 1 also own Emerson & Co., which is a small 
investment banking organization. The college section of our busi- 
ness, which has been the smallest part of our business until the last 
few years, is handled now under College and University Finance 
Associates, a separate partnership. 

Senator Monroney. How many people in it / 

Mr. Emerson. Two men. ‘Two partners. 

Senator Monroney. You and another gentleman / 

Mr. Emerson. S. E. Macklin, also of San Antonio. 

Senator Monroney. Also of San Antonio / 

Mr. Emerson. Yes, sir. 

Senator Monroney. I see. You may proceed, 

Mr. Emerson. I am here to testify with respect to S. 1744, under 
the terms of which the existing college housing program would be 
extended and liberalized, 

Under title IV of the Housing Act of 1950 the Federal Housing 
Administrator is authorized by the Congress to sell notes to the Secre- 
tary of the Treasury and to loan the funds thus obtained to colleges 
and universities. Such loans are to be for housing purposes, and the 
amount of notes is limited to $300 million to be outstanding at any 
one time. A Housing and Home Finance Agency release in January 


1955, stated that as of the end of 1954, 158 loans aggregating $124,- 
145,000 had been made and 49 additional applications had been given 
preliminary approval and reservation of funds in the amount of 
$31 million while more than $70 million in loans or reservations of 
funds had been rescinded or withdrawn in favor of some form of 
private financing. 

S. 1744 proposes important amendments to this program, including : 

(1) The purposes for which loans may be made are expanded to 
include other facilities than housing, such as food service facilities, 
student centers and unions, infirmaries, and other essential service 
facilities ; 

(2) The interest rate to be charged by the Treasury on notes of 
the Federal Housing Administrator is limited to not more than the 
higher of 2%4 percent per annum or the average annual interest rate 
on all (not long-term) interest-bearing obligations of the United 
States, adjusted annually to the nearest one-eighth of 1 percent; 

(3) The interest rate to be charged by the Federal Housing Ad- 
ministrator on loans to colleges and universities is to be fixed by him, 
but is not to exceed the higher of 234 percent per annum or one-fourth 
of 1 percent above the rate paid on funds obtained from the Treasury ; 

(4) The maximum repayment term is raised to 50 years and the 
maximum total authorization to $500 million with a maximum au- 
thorization within this amount of $100 million for facilities other than 
housing: and 

(5) The Federal Housing Administrator is authorized to make such 
loans unless loans under equally favorable terms and conditions may 
be obtained from other sources. 

The Report on Lending Agencies made to the Congress in March 
1955, by the Commission on Organization of the Executive Branch of 
the Government (the Hoover Commission) included a statement that 
the President has released but $200 million of the $300 million total 
authorization. The report further stated that at December 31, 1954, 
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oan applications totaling $124,445,000 had been approved while 
funds had been reserved on 49 additional applications for $31,306,000. 
Deducting the total of $155,751,000 for these 207 projects, it was con- 
cluded that there remained an uncommitted balance of $44,249,000 of 
the $200 million released. No reference appears as to the $100 mil- 
lion not. as yet released, but 1 understand that appropriation or other 
action by Congress is not requisite to release. The report recom- 
mended that the program of loans for college housing be terminated. 

On March 18, 1955, an article carried in College and University Bul- 
letin during that month was printed in the appendix of the Con- 
sressional Record. Three comments made in this article appear 
factually incorrect. 

First, it stated that 5 of the 12 members of the Hoover Commission 
dissented from the majority report on certain recommendations, leav- 
ng an implication of dissent to recommendation No. 15, which was 
that the program of loans for college housing be terminated. No 
member specifically dissented from this recommendation, although 
Mr. Fleming disqualified himself from voting on it and Mr. Holifield 
objected to the lending agencies report in general. 

Second, the article noted that the Hoover Commission had pointed 
out that interest rates under the college housing program were only 
one-fourth of 1 percent above those of long-term Government bonds, 
and alleged that actually the rates are substantially higher. The 
Hoover Commission statement appears correct, the current college 
housing program rate being 314 percent, while interest rates borne 
by long-term United States bonds are as high as 3 and 314 percent. 


Possibly reference is intended to an average rate or a current yield to 
maturity figure. 

Finally, the article states that inquiries indicate that on December 
31, 1954, applications for $47,600,000 of loans were on file with the 
HHFA rather than the $16,300,000 figure of the Hoover Commission. 
It appears that the eee has classed the $31 million having 


preliminary approval and reservations of funds as applications. In 
any event, the Hoover Commission total figures would not be changed, 
and are in accordance with HHFA releases. 

S. 1744 expands and liberalizes title [TV of the Housing Act of 1950 
not only by specifying additional purposes for which loans can be 
made, extending the maximum repayment period from 40 to 50 years, 
and adding $200 million to the total authorization, but by fixing the 
maximum interest rate by formula. It should be noted that at present 
loans are made by the Administrator at 314 percent unless private 
sources will make them at 3144 percent, which he has fixed as a com- 
parable rate. 

\ statement by Senator Fulbright in the Congressional Record of 
April 20, 1955, pages 4033-4035, points out that a recent survey re- 
sulted in 630 institutions of higher learning reporting plant expan- 
sion, improvement, equipment and maintenance needs of more than 
$214 billion over the next 10 years. S. 1744 does not appear to amend 
present restrictions against loans for equipment purposes. The Sen- 
ator also states that “if colleges need long-term loans at 234 percent 
interest, and IT believe they do, then I think private lenders should 
meet this need or stand aside for the Federal loan.” The concluding 
paragraph of the statement sets out as facts that the expansion of 
the facilities of colleges and universities is central to continued free 
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dom and prosperity, that the programs of these institutions must be 
availab “ to ever-increasing numbers of students at prices they can 
afford to pay, that the public interest demands that this expansion 
occur, aid that the Federal Government can assist by outright gifts, 
by subsidizing students, or by lending at low interest rates. 

The recommendation of the Hoover Commission on the one hand 
that ne program be terminated, and the provisions of S. 1744 on the 
other that it be expanded and liberalized, indicate a w ide divergence 
off views on the question. S. 1744 points up two fundamental ques 
tions which have remained unanswered since the college housing pro 
vram was adopted. These are: 

(1) To what extent will the initiation of a program of Federal 
loans result in demands upon the Treasury to finance college and 
university plant expansion and improvement / 

(2) Isa program of direct Federal loans the best form of aid which 
may be granted by the Congress ¢ 

Up to the present time, policy appears to have been dictated | 
expedie ney, but the expansion and liberalization contemplated a 
S. 1744 indicates a necessity for careful appraisal of trend. 

Consideration of the first proposition reveals some perplexing ques 
tions. The United States Office of Education Directory lists more 
than 1.800 institutions of higher learning. Under the pire col 
lege housing program 207 projects have been given final « r prelim 

inary approval as of last December 31, 1954, and a eens of insti- 
tutions have had two or more projects so approved. It therefore 
appears that only about 10 percent of the total number of institutions 
have partic ipated in the program, regardless of the reasons. Since 
not much more than half the total authorization has been used, it does 
not appear that colleges and universities are unanimous in either their 
necessity or desire for Federal loans. The difference between loans 
for 50 vears at 284 percent ( proposed under S. 1744) and loans for 
10 years at 314 percent (available under the present program) would 
not appear great enough to bring in the 90 percent of presently non 

partic ipating institutions, 

No information is at hand as to the number of institutions who 
have been denied loans for credit reasons, although it is common 
knowledge that the standards set up by HHFA are substantially 
those of private lenders. The Hoover Commission report states that 
applicants for no more than $24 million have been unable to obtain 
credit from any source, and it is believed that unwillingness to accept 
credit on the terms obtainable has been a more potent. factor than 
actual inability to obtain financing on any terms. The question of 
the actuality of need then arises, since experience has shown that 
willingness to undertake financing depends directly on the true need. 

One of the characteristics of colleges and universities generally is 

i lack of pattern, a feature which the public generally and educators 
saitihe ularly wish to preserve. As a result, it appears doubtful that 
the changes recommended in S. 1744 represent the unanimous views 
of our colleges and universities. Indeed, it can be safely stated that 
there is no such thing as an unanimous view, since there is not a com- 
mon viewpoint. Both the large State university and the little liberal 
arts college may have plant-expansion problems, but there is little 

resemblance in these problems and great differences of opinion as to 
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proper methods of solving them. There are undoubtedly many who 
do not believe in borrowing from the Federal Government. 

\ further factor must be considered in any attempt to evaluate the 
demands which may eventually be made on the Federal Treasury. 
Senator Fulbright has stated that he believes our colleges and univer- 
sities need 234 percent leans and that private lenders should meet 
this need or stand aside for the Federal loan. Since investors gen 
erally and institutional trust-fund buyers particularly must be gov 
erned by other considerations as well as the needs of borrowers for 
fi unds at any given rate of interest, and since S. 1744 proposes a rate 
of 234 percent, it may be assumed that if S. 1744 becomes law private 
le aa ‘rs with rare exception will be forced to stand aside while loans 
which might have been made by private capital at reasonable rates 
are made by the Federal Government at an arbitrarily fixed rate. 

Under the present program, all eligible private college and univer- 
sity financing is being taken by HHFA, while foal of most State- 
owned-and-operated institutions is being taken by private investors 
due to the income-tax exemptions feature. Also, private investors are 
taking bonds issued and loans made for purposes other than housing, 
whether self-liquidating or otherwise. However, if S. 1744 becomes 
law, it follows that the Federal Treasury will be called upon to fur- 
nish substantially all funds required to finance future borrowings by 
colleges and universities. The exact size of the burden is not appar- 
ent, but surely the increase of $200 million authorized by S. 1744 will 
be but the first of such requests for increases. 

Inasmuch as estimates of necessary plant expansion run into billions 
of dollars over the next few years, ruling out private lenders appears 
to imply the assumption of a very considerable money responsibility 
by the Treasury at the direction of the Congress. S. 1744 represents 
the first intimation of such a policy, and it seems doubiful that edu- 
cators themselves wholly favor it. 

Parenthetically, if S. 1744 becomes law, those engaged in efforts 
to widen the public markets for college and university financing to 
obtain more favorable terms for the borrowers will perforee turn 
their attention elsewhere. As an obvious result, progress achieved to 
date will be lost in the competition for private funds, and the de- 
mands upon Government will be intensified. It looks very much as 
though the Treasury would take over in a field where private invest- 
ment might well supply much of the required financing. 

lf it be assumed that it is undesirable for college and university 
plant-expansion borrowings to be wholly financed “by the Treasury, 
it must follow that a program of direct Federal loans at 234 percent 
interest for 50 years is not the proper channel for Federal aid which 
may be granted by the Congress. Indeed, if it be assumed that aid 
is desired to be granted, it appears highly questionable that any pro- 
grani of direct loans is the best form of aid regardless of matur ity or 
interest rate. Senator Fulbright has stated that the Federal Gov- 
ernment may assist by outright gift, by subsidizing students, or by 
lending at low interest rates. Lending at low interest rates is need 
ally a loan of the credit of the United States, which must itself 
borrow in order to have funds to lend. When the question of a loan 
of the credit of the United States arises, it puts the Government in 
the position of a finance company if such question is answered in the 
affirmative. 
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Since proponents of such action lay stress on the essential sound 
ness of the operation, pointing out the difference between giving and 
lending, it seems reasonable to expect the Congress to inquire as to the 

full facts and the steps taken by the prospective borrowers to help 
themselves before asserting flatly that private funds may not bi 
made : 7 ailable under feasible terms and conditions. 

The best available information discloses no action on the part of 
educational institutions cf higher learning beyond inquiry by ind 
vidual prospect ive borrowers as to terms offered by prospec tive lend 
ers, and a reluctance to make even such simple inquiry has bee: 
observed. No proposals for any form of concerted action have bee) 
upparent. No studies or recommendations of long-term financing 
methods and alternatives appear among the many studies of build 
ing problems made by colleges with or without educational founda 
tion aid. Much consideration has been given to various methods 
of obtaining gifts, particularly from corporate givers, but the problem 
of obtaining long-term finance ing appears to have been immediately re 
solved by requests for Federal assistance, a procedure not favorably 
regarded by those very corporations from whom gifts are earnestly 
solicited. Even the rather simple alternative of concerted actioi 
through a mutual surety association or corporation has not been 
proposed. 

The conclusion remains that no intensive effort to obtain private 
funds at favorable terms has yet been made by the colleges and uni- 
versities themselves, either through contacts with those in the field 
of finance or otherwise. 

In addition, suggestions that a program of federally insured loans 
would better serve the public interest have aroused no perceptible 
enthusiasm, which is understandable as long as direct loans are avail 
able. If the colleges and universities can prevail upon Government to 
assume the entire burden through long-term and low-rate loans, this 
is the simplest solution from their point of view. 

From the point of view of the Congress, however, an insurance pro- 
gram has ample precedent and will result in the use of substantially 
fewer tax dollars. Other advantages include less administrative cost, 
less Federal debt, removal of Government from business, avoidance of 
discrimination between institutions having the power to issue tax- 
exempt bonds and those not having such power, and avoidance of the 
holding by the Federal Housing Administrator of a large volume of 
securities not marketable except at large discounts. In considering 
other forms of Federal aid which might be extended by Congress, an 
insurance program appears to be a clearly superior form to the 
present direct loans program. 

In point of fact, the essential difference between State-owned-and- 
operated colleges and universities having the power to issue bonds 
exempt from F ‘ederal income taxes, and privately owned-and- — 
institutions whose obligations are a form of corporate loan bearing 
taxable interest is nowhere more marked than in the ability of finance 
plant expansion and improvement. It is entirely within the power 
of the legislatures of the various States to furnish funds by appropria- 
tion for such purposes. Beyond that point, it is the decision of the 
taxpayers of the particular State as to whether or not State bonds 
shall be issued for the purpose. 
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This has been done in Vermont and Connecticut, as examples, where 
interest rates under 2 percent were obtained. The decision to au- 
thorize and issue revenue bonds is again that of the taxpayers of the 
State, if such method be their pleasure. There appears no true neces- 
sity for Federal financing in these cases. Indeed, is not a Federal pro- 
gram of loans which includes State colleges and universities an intru- 
sion into purely State affairs? 

The situation is somewhat different in the case of private colleges, 
especially the smaller ones. Of the more than 1,850 colleges and uni- 
versities listed by the United States Office of Education, over 1,000 are 
in the 500-or-less-students class. Regardless of whether or not they 
are all basically sound financially, their small size makes borrowing 
more difficult. " Nevertheless, if loans are to be repaid, the essential 
security must be the same whether the loan is through Federal or pri- 
vate sources. Certainly in the aggregate they possess great financial 
strength, and it is evident that reasonable plant expansion is entirely 
possible at reasonable cost if mutual security measures are adopted 
whether or not they are aided by a Federal insurance program rather 
than by direct loans. 

It is my belief that enactment into law of S. 1744 is not in the public 
interest because : 

(1) The necessity for expanding the college-housing program is 
not established in view of large uncommitted balances available under 
the present program. 

(2) The necessity for liberalizing the college housing program is 
not established in view of the absence of proof through comprehensive 
studies or otherwise demonstrating such liberalization to be the only 
or even the most satisfactory solution. 

(3) The expansion and liberalization of the present program as 
contemplated by S. 1744 would have the practical effect of ruling 
out private lending except for a few large institutions issuing tax 
exempt bonds, and would therefore establish a precedent logically 
resulting in the Federal Treasury eventually assuming a burden of 
financing estimated as well into the billions of dollars. 

(4) A program of direct Federal loans is not the best method of 
granting financial aid by Government to our colleges and universi- 
ties. 

In conclusion, I believe that “the Lord helps them who help them- 
selves.” The sound way for financing the building programs of our 
colleges and universities is through the use of the ample private funds 
available, and the colleges and universities themselves can do much 
to make these funds available at lower rates. A program of direct 
Federal loans represents the easy way not the best way, and certainly 
should be a last resort. If Federal funds are to be used at all, I be- 
lieve either grants-in-aid or an insured loans program would represent 
the best use of the t taxpayers’ funds and would not compound the cost 
by causing large Federal holding of bonds or loans the income from 
which would otherwise be taxed by the Government. 

Thank you very much for the opportunity of presenting this state- 
ment for your consideration. 

Senator Monroney. Thank you very much, Mr. Emerson, for ap- 
pearing and giving us the benefit of your advice. 

I do not believe there are any questions to be asked. 
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The committee has a statement from Mr. H. R. Northup, executive 
vice president of the National Retail Lumber Dealers Association, 


STATEMENT OF H. R. NORTHUP, EXECUTIVE VICE PRESIDENT, 
NATIONAL RETAIL LUMBER DEALERS ASSOCIATION 


I appreciate this op oes to present to the committee the view 
of the members of the National Retail Lumber Dealers Association 
on Senate bill S. 1800 pending before your committee. 

This bill would provide for the continuation of certain programs of 
the Housing and Home Finance Agency. 


Mortaage insurance authorization 


1800 would increase the authorization for FILA mortgage insur 
ance by $4 billion. This additional authorization is necessary to as 
sure continuation of the FILA programs and should be : approved. 


Hlome r pair and modernization 


One very important provision of S. 1800 is section 2 which would 
extend the FELLA title 1 home repair and modernization program for 
5+ years to July 1, 1960, 

This program has, over the last 20 years, provided a means of fi 
nancing home repair for over 18 million homeowners. In 1954, over 
i14 million borrowers used property improvement loans insured by 
FILA. 

The title | program has had the effect of lowering and stabilizing 
financing charges on property improvement loans and has stimulated 
interest of lending institutions in this ty pe of loan. 

Many families have found it necessary to expand their living quar 
ters because of an increase in the size of their families or for other 
reasons. Others have used the program to prevent deterioration of 
their property. 

The title I program is a necessary adjunct to the urban renewal ad 
gram for neighborhood conservation and improvement provided for i 
the Housing Act of 1954. 

[amber and building material dealers have a vital interest in the 
title I program. The repair and modernization business is a major 
source of revenue to dealers which would not be available without ade 
quate financing of major improveme nts. 

We, therefore, urge the continuation of this program. 

In your consideration of the continuation of the title | program, we 
suggest that thought be given to certain amendments which, in our 
opinion, would improve the program. 

The President’s Advisory Committee on Government Housing Poll- 
cies and Programs recommended that “Title | of the National Hous- 
ing Act should be amended to permit the insurance of class 1 (a) 
loans to finance the modernization and repair of existing structures 
up to a maximum amount of $3,000 and up toa maximum term of 
5 years and 32 days.” 

The basis for this recommendation was that the present statutory 
limitation of $2,500 is not sufficient in terms of today’s prices to finance 
home modernization operations while the present 3-year maximum 
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term requires a debt service on larger loans that is beyond the ability 
of many families to carry. 

Last year the Congress amended the law to make title I available 
to new house owners only after a 6-months occupancy. We believe 
that your committee might find it advisable to reexamine this pro 

ision to determine (1) whether it Seccmniptiohen the purpose for which 
t was intended; and (2) whether it is unnecessarily discrimatory 

uinst new homeowners who, by reason of this restriction, are forced 
to finance home improvements through other more costly channels. 

This program has been in effect for 20 vears and has become an ac 
cepted method of financing home repairs, as much as the mortgage 
nsurance and guaranty programs of FHA and VA are now accepted 
hy most lenders. We believe that it would provide more stability to 
the program and to home modernization if the title | program were 

ade permanent instead of a periodical renewal of the program by 
legislation. 

We do not want to be misunderstood in making these recommenda- 
tions. Of primary importance is the extension of the title I program. 
Our suggestions for amendments would, however, we believe, improve 
the program. 

Publi housing 


In the past, an authorization for public housing has been on the 
statute books and the issue of the number of units to be approved has 
arisen each year under appropriation bills for the Public Housing 
\dministration. 

Because the authorization existed, we are confident that many Sena 
tors and Representatives supported _ appropriations for a limited 
number of pub lic housing units only because they felt there was a 
moral obligation of the Government to provide such funds. 

Your committee, however, has a much greater problem to consider 
n connection with 8S. 1800, It is no longer a question of a moral obli 
vation to provide funda for an authorized program. You, as a legis 
lative committee, must decide whether or not additional authorizations 
hould be granted to continue this program. Without such authori 
cations the program ends. 

A thorough study of the public-housing program will, we are confi 
dent, convince your committee that a continuation of the program can 
not be justified. Such a study will reveal that public housing is not 
serving the purpose for which it was intended ; that it is more costly 
than anticipated by Congress; and that it is “political housing.” 

Without reiterating the arguments saninat public housing made in 
the past, we want to emphasize that your committee lias a much greater 
responsibility than Appropriations Committees have had in the past. 
You must decide whether socialistic housing is to remain part of our 
Government policy or whether the program is to be terminated as an 
unsuccessful experiment. 

This association and its members urge your committee to permit 
the public-housing program to terminate. 


Military housing 


Senator Capehart’s bill, S. 1501, would create a substitute for the 
present Wherry Act housing program for servicemen. 
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We agree that adequate housing for military personnel is an im- 
portant morale factor and is an added incentive to make the military 
service a career, 

We question, however, the method of providing this housing as pro- 
posed in §. 1501. 

To require FHA to insure the mortgages on homes declared to be 
necessary by a branch of the military service without giving FHA any 
discretion or authority to make an independent determination as to 
the impact of such housing on other housing in the community, make 
an inspection of the property, and provide other functions necessary 
to protect the Agency and the Government is, we believe, unsound. 

it also strikes us as being unnecessary for one agency of the Gov- 
ernment to insure mortgages which another branch of the Government 
will assume, following construction of the housing. 

In any legislative program for military housing such housing should 
be limited to those installations which, insofar as it can be predeter 
mined, are permanent installations. 

Senator Monroney. There are no further witnesses today. 

The committee will stand in recess until 10 o’clock Monday morning. 

(Whereupon, at 12:10 p. m., the subcommittee recessed until 10 
a. m., Monday, May 16, 1955.) 
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MONDAY, MAY 16, 1955 


Unrrep StTares SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
SUBCOMMITTEE ON Houstine, 
Washington, D.C 

The subcommittee met, pursuant to recess, in room 301, Senate Office 
Building, at 10:05 a. m., Senator J. William Fulbright presiding. 

Present: Senators Fulbright, Lehman, Douglas, and Capehart. 

Senator Futsricut. The committee will come to order. 

We will open the hearings on the college housing bills, S. 1744 and 
S. 1766. I would like to insert in the record at the beginning a state- 
ment that I made on the introduction of this bill, and also following 
that I have letters from the president of Springfield College, Spring- 
field, Mass., Donald C. Stone, and from the President of Loretto 
Heights College, Loretto, Colo., Sister Frances Marie; and a telegram 
from L. J. Elias, past president, Northwest Association of Junior 
Colleges. 


(The material referred to follows :) 
College housing 
STATEMENT BY SENATOR FULBRIGHT INTRODUCING CoLLeEGE HousiInGc Bri 


Mr. President, in 1950, upon the initiative of my friend, the Senator from 
\labama, Mr. Sparkman, the Congress recognized the critical housing need of 
students and teachers in colleges and universities all over the country. To 
help meet this need, the Housing Act of 1950 inaugurated a program of long-term 
oans at low-interest rates to provide funds for the construction of dormitories 
and residences at rentals which college students and teachers could afford to pay. 
Because of the war in Korea, the program did not become generally effective 
until 1953. A complete summary of the program, as it has operated to date, was 
introduced into the Congressional Record on February 4, 1955, by our colleague 
from Virginia, Senator Byrd. 

I have studied this summary and have studied data expressing the continuing 
critical housing situation facing our colleges and universities, and am convinced 
that the college housing program should be strengthened. Here are some of the 
factors which lead me to such a conclusion. 

1. Inereasing enrollment.—In the fall of 1954 enrollment in our higher educa- 
tional institutions reached approximately 2.5 million—an alltime high. Accord- 
ing to the Department of Health, Education, and Welfare, this enrollment will 
rise steadily. By 1960, enrollment will reach 3 million—an increase of about 
20 percent over 1954. By 1965, it will reach almost 4 million—an increase of 
ubout 60 percent over 1954. This increase of prospective students is inevitable, 
and is attributable to our normal population growth accentuated by the high 
birth rate of the 1940's. 

2. Present inadequacy of college housing.—Not only is present housing inade- 
quate to meet the need for future enrollment—it is inadequate for enrollment in 
1955. Mr. Albert M. Cole, Administrator of the Housing and Home Finance 
(gency, reports that old barracks and other temporary structures pressed into 
use in the late forties are deteriorating beyond use. He says that, “Many of 
these must now be removed because they are fire hazards, uneconomical to 
maintain, and because the special permits under which they were erected have 
expired.” 
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In March of this year the Tenth National Conference on Higher Educatio 
sponsored by a department of the National Education Association declared that 
present housing facilities are entirely inadequate for present and anticipated 
enrollments. The conference further declared an equally critical need for build 
ings to house other self-liquidating services such as cafeterias and dining halls 
At the close of my remarks I will introduce the complete text of resolutions 
adopted by the conference. 

Further evidence on this point is revealed by a recent survey of the financia! 
status of colleges and universities of the United States. This survey was made 
by the Council for Financial Aid to Education, Inc., and was released on April 3. 
1955. The council is nonprofit organization established by leading businessmen 
to encourage greater financial support of higher education in this country. 

The council surveyed roughly two-thirds of the Nation’s degree-granting 
institutions—including all of the best-known colleges and universities. The 
purpose of the survey was to assemble information which would help busines; 
concerns decide the amounts and types of contributions to make to colleges and 

niversities in need of financial assistance—-not loans, but outright gifts. Conse 
quently the findings cover all phases of income and expenditures of these j i 
tions. While I will not repeat the council's report in its entirety, I wi 
attention to some of their more alarming findings: 

(a) At least one-half of the Nation's colleges and universities are operating 

the red—average annual deficits range from $30,000 to $194,000 
/) These deficits cannet be cured by raising charges to students 
would deny higher education to too many worthy students. 

(¢) Scholarships are financed primarily from general revenues, not from gi 
and endowments 


} 


TTS 
(7d) Average annual salaries of undergraduate teachers in the nine categories 
of institutions surveyed range from $3.737 to a high average of $5,462. Teachers 
in graduate schools average a little higher, ranging from $5,112 to S6.371. On 
the whole, teachers in tax-supported institutions receive higher pay than those in 
independent schools. 


) 
(¢ 


The 758 institutions surveyed were asked to express their need for fund 
in terms of preferred usage, i. e., buildings, endowment, salary increases, schola 


ships, new equipment—all but one category of institution placed capital funds for 
buildings at the top of the list. 


) Six hundred and thirty institutions reported their need over the next 10 
vears for buildings, improvements, equipment, and maintenance to be over 82 
hillion—or an average of over $4 million per institution. 

The total im»erct of this survey reveals a need for funds for all purnoses—but 
the greatest need is for buildings. These operating deficits, the ridiculously low 
salaries for teachers, and the shortage of buildings of all kinds exist right now 

3. Prospects for meeting this need.—Enroliment is rising, present |uildings 
are inadequate, and new buildings must be provided. New buildings cost money 
and there are only two sources for this money—gifts or loans. Gifts and grants 
can be made and are being made, by individuals and by both private and public 
corporate bodies. But these gifts and grants have not been sufficient in the 
past, are not sufficient now, and will not be sufficient in the future. This means 
that a significant portion of the necessary money must be obtained by loans 

Borrowed money cannot serve its full purpose in this program unless it can 
he repaid from the income of the buildings so provided. The record clearly shows 
that private loans are not available in sufficient quantity and at terms and 
interest rates necessary for self-liquidation of these buildings. Conseqnrently, 
the only solution I can see is for the Congress to strengthen and liberalize the 
college housing program. The bill I will offer proposes necessary changes in 
this program. 


BILL TO EXPAND AND LIBERALIZE THE COLLEGE HOUSING PROGRAM 


Tn approaching this matter of college housing, I have mentioned some of the 
seneral problems facing our educational institutions. My bill is not designed 
to solve all of these problems, but deals with onlv one small phase—what we might 
call the buildings for necessary services to students and facilities without which 
the institutions could not function. The Housing Act of 1950, as amended, estab- 
lished a program under which colleges and universities can borrow money from 
the Federal Government to construct dormitories and residences for students 
and faculty members. The loans can be for as long as 40 years and are subject 
to an interest rate determined by the Administrator of the Housing and Home 
Finance Agency. The total of all loans cannot exceed $300 million and no more 
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than 10 percent of the money may be borrowed by institutions in any single 
State 

The bill which I introduce makes the following changes in the present law: 

(1) It expands the purposes for which loans may be made to include cafe- 
terias, dining halls, infirmaries, student unions or student centers, and other 
essential service buildings, all of which are capable of self-liquidation. 

(2) It increases the maximum term of the loans to 50 years, 
(3) It fixes the interest charge to the colleges at a reasonable rate, but at a 
rate lower than that available under the present law. 

(4) It fixes the interest charge to the Housing and Home Finance Adminis- 
trator at a fair return to the Treasury, but at a rate lower than he is now forced 
to pay, 

(5) It fixes the conditions under which Federal loans may be denied on grounds 
that comparable private loans are available, and 

(6) It increases the overall ceiling on loans to $500 million. 

Each of these changes is necessary and can be justified. 

The first change recognizes that cafeterias, dining halls, and infirmaries are 
just as essential to the college campus as classrooms and dormitories. Such 
buildings must be financed by private or public gifts or grants, by general college 
revenue, or by income from the services which the building provide. There is no 
other way. Gifts and grants are apparently not forthcoming in sufficient quan- 
tity and general revenues cannot be spread to cover the cost of these buildings 
which leaves self-liquidation as the only reasonable alternative. These buildings 
can be substantially self-liquidating if they are financed by long term loans at 
low interest rates. 

The second change lengthens the maximum term to 50 years. This is not 
to say that all loans shall be for 50 years, but where such a term is required, 
it should be available. Permanent buildings, soundly constructed, and con- 
scientiously maintained, can endure far beyond 50 years. I will present a table 
later in this statement to show the real advantage that accrues to students and 
faculty, from the standpoint of monthly charges, by increasing the term of a loan. 

The third change is perhaps the most important—the interest rate to be paid 
by the colleges. Under the original law, this interest rate was fixed as one 
fourth of 1 percent above the interest rate in the most recently issued bonds of the 
Federal Government having a maturity of 10 years or more. Under this policy, 
effective until the law was changed in 1953, the interest rate averaged at 
approximately 2.88 percent. 

Then came the so-called hard money policy. The law was changed in the 
S3d Congress to give discretion to the Administrator of the Housing and Home 
Finance Agency in this matter of interest. I am sure you can imagine what hap- 
pened—the interest rate went up. This same law in 1953 also gave the Secre- 
tary of the Treasury discretion regarding the amount he could charge the 
HHFA—which also had an upward effect on the interest charge to colleges. As 
a result, since mid-1953 the interest rate has averaged at approximately 3.26 
percent. This rise is made even more significant in view of the fact that, because 
of the Korean emergency, the program was deferred and most of the loans have 
been made at the higher rates. 

The following table, prepared in the HHFA, illustrates the effect which higher 
interest rates has on charges to students. The table also shows the effects of 
short term as opposed to long term loans: 


innual rental (9 months) required per student for self-liquidating residence hall 
at various rates of interest and terms of years 


{Assumptions: Cost per bed, $3,000; maintenance and operation, $100 per student; vacancy ratio, 10 per 


yverage, 1.35 times. Computed on basis of no principal payments for first 2 years of loan 
Percent 


Years 


$452 $460 
399 407 
366 373 
351 

336 

323 

314 
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This table shows that money borrowed at 2% percent interest for 50 years 
will provide shelter at approximately $31 per month. Loans for 40 years at 
3% percent interest (the present private loan rate which, if available, will cause 
the HHFA to refuse a loan) will provide shelter for approximately $36 per 
month. Five-dollars-per-month savings for shelter alone is significant in dete) 
mining whether a young man or woman can afford to go to college. 

I believe that the public interest justifies loans at the lowest possible interes; 
rate. Based upon the average cost of borrowed money to the Government during 
recent years, the interest rate on these loans can be fixed at a maximum of ap 
proximately 2% percent and still cover the cost of money obtained from the 
Treasury and the cost of administering the program. Two and three-fourths 
percent should be a maximum rate and I can see no reason for establishing a 
statutory rate which varies from month to month or which is subject to periodi: 
revision by administrators of the program. 

I agree wholeheartedly with a statement on this matter of term and interest 
rate in a recent article by Mr. Albert M. Cole, Administrator of the Housing and 
Home Finance Agency. Mr. Cole said: “Even with the 40-year maximum amor 
tization and the current 344 percent interest rate provided under the college 
housing program, it is almost impossible to work out projects which are com 
pletely self-liquidating from the moderate rentals which are economically fea 
sible for college students today. Nearly every college housing loan requires addi 
tional revenues from other debt-free buildings, student fees, or other sources. 
Thus, each institution must work out its own individual solution to a financial 
problem whose principal components are the construction cost per bed and 
monthly rent per student.” But I cannot agree with the solution which he 
advocates to relieve this impossible situation. He urges borrowing from privat: 
lenders at.344 percent interest and at terms up to 40 years. Such a solution 
places an even greater burden on additional revenues to supplement income from 
the buildings themselves. A more reasonable, and the only practical, solution 
is to reduce the interest rate and increase the maximum term. By these means 
it is possible to achieve self-liquidation, which is the goal our colleges and 
universities are seeking. 

The fourth change is concerned with the interest rate which the Treasury 
charges the HHFA. Prior to the hard-money policy this rate was as low as 2 
percent. I understand that the present charge to the HHFA is 3 percent. With 
money costing the HHFA as much as 3 percent, it is forced to set its discretion- 
ary interest rate to the colleges at some higher amount—and at the present time 
it is 3% percent. Thus the rate to the colleges is a full one-half of 1 percent 
higher than it was in 1950 when the program started. This rise is largely attrib- 
utable to the manner by which the Treasury has exercised its discretion under 
the law. 

For this reason I propose that this discretion be removed and that the statute 
fix a fair charge for money made available to HHFA. I think that 2% percent 
is a fair charge. This exceeds the average cost of money obtained by the Treas- 
ury. If by any chance this cost should rise above 244 percent, the bill provides 
that the charge to HHFA and the charge to the colleges will rise correspondingly. 

If the HHFA can obtain money from the Treasury at 2% percent and lend to 
colleges at 254 percent, the return of 44 percent should be sufficient to offset the 
costs of administration. 

The fifth change is to correct what I think has been an unwise use of discretion 
granted under existing law. As now written, the law requires the HHFA Admin- 
istrator to turn down any loan application if the applicant can obtain a private 
loan upon “comparable terms and conditions.” This concept of “comparability” 
is not defined in the law and is left to the discretion of the Administrator. 

Up until July 1954, this discretion was exercised by a decision to deny any 
application if a private loan was available at not more than one-tenth of 1 
percent above the rate being charged by the Administrator. In July 1954, how- 
ever, this policy was changed and the private interest rate is determined to be 
“comparable” if it is not more than one-fourth of 1 percent higher than the rate 
being charged by the Administrator. 

The Administrator’s rate is now 3% percent, and this “comparability” policy 
means that the Administrator will not make a loan if a private lender offers 
money at 3% percent. To my mind, this does not represent “comparable terms 
and conditions.” Consequently, I propose a change in law to require that private 
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loans be judged comparable only if their terms and conditions are equal to or 
better than the terms and conditions provided herein for Federal loans. If col- 
leges need long-term loans at 2% percent interest, and I believe they do, then 
I think private lenders should meet this need or stand aside for the Federal loan, 

The sixth change proposes to increase the statutory ceiling on funds available 
for these loans from $300 million to $500 million. This increase is essential and 
is but a small percentage of the total funds required for construction of resi- 
dential and other service buildings on our college campuses over the next few 
vears. These funds are not for gifts or grants—but are for loans at reasonable 
interest rates. 

I am aware of the recent report of the Hoover Commission which recommends 
that this program be discontinued. But I believe that the Commission must have 
misunderstood the intent of the Congress when it started this program in 1950, 
On March 14, the Hoover Commission transmitted to the Senate and the House 
of Representatives a 126-page report on lending, guaranteeing, and insurance 
activities of the Federal Government. On page 42 of this report there appears 
the following statement: 

“In its consideration of the Housing Act of 1950, Congress was aware of the 
influx of GI students, though no reference to them is made in the act. Since then, 
uny GI emergency has passed and this lending activity is only one of general 
aid to colleges and universities. The demonstrated ability of colleges to secure 
such loans elsewhere compels us to conclude that this program is no longer neces- 
sary. Recommendation No. 15—That the program of loans for college housing 
be terminated.” 

The Commission states that although the Housing Act of 1950 did not mention 
the need to house college students who are GI's, the Congress was aware of the 
housing needs of such students. The argument goes on to say that since the 
GI student emergency has passed, the college housing program is nothing more 
ihan general aid to colleges and universities. The obvious implication is that 
this program was for the GI emergency need only and that, therefore, the pro- 
gram is no longer necessary. Such an implication does not convey my under- 
standing of the situation. 

I have carefully reviewed the initial bills, the hearings, the reports, and the 
debates leading to the enactment of that portion of the Housing Act of 1950, 
known as the college housing program. This research makes it perfectly clear 
that the legislation was in no way predicated upon the enrollment of students 
receiving assistance under the GI bill. The only significant references to GI en- 
roliment made the following points: 

(1) that enrollments would continue to rise in spite of the predicted and in- 
evitable decline of GI enrollment, 

(2) that the emergency shacks utilized to meet the large influx of GI students 
in 1946, 1947, and 1248, were rapidly approaching dilapidation, 

(8) that although the housing need was not predicated upon GI enrollment, 
their needs did contribute to the urgency of the program, and 

(4) that far from being a GI housing program, the legislation was in fact the 
first peacetime Federal aid to higher education. 

Furthermore, according to statistics of the Office of Education, Federal Se- 
curity Agency, the ratio of GI enrollment to total college enrollment was at its 
peak in 1946—4 years before the Housing Act of 1950. This ratio has steadily 
declined since 1946. In 1946 the ratio was a little over 52 percent. By 1950 it 
had declined to 25 percent. By 1954, the peak year of total college enrollment, 
the GI ratio was down to 15 percent—and this includes Korean veterans. If 
limited to World War II veterans, which is what the word “GI” meant in 1950, 
the ratio was only 3 percent in 1954. (At this point in my remarks I would like 
‘0 insert a table based upon information supplied by the Federal Security 
Ageney.) 
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Fall enrollment—1939-60 


{In thousands] 


World War I Korean 


Nonveterans T 
veterans veterans | ’oMVeterans Potal 


1939 
1941 

1943 

O45 

1946 
1947 
1948 
1949 
1950 
1951 


SMP PN: 


1952 


1953 
19 


LOR! 
195 


105 
1054 


Estimates 


Mr. President, the expansion of the facilities of our colleges and universities 
is central to the continued freedom and prosperity of our Nation. The programs 
of these institutions must be available to ever-increasing numbers of students 
and at prices they can afford to pay. The public interest demands that this 
expansion occur. The Federal Government can assist by outright gift, by sub 
sidizing students, or by lending at low interest rates. This lending is the 
very least we can do, and I think that it must be done. I hope I can count on 
every Member of the Senate to support this necessary legislation. 


10TH NATIONAL CONFERENCE OF HIGHER EDUCATION, SPONSORED BY ASSOCIATION FOR 
HIGHER EDUCATION, CHICAGO, ILL., MARCH 2, 1955—CONFERENCE RESOLUTIONS 
ADOPTED 


College and university housing 


Whereas the present housing facilities on college and university campuses 
are entirely inadequate for present and anticipated enrollments despite the 
welcome assistance already given by the college housing program, title IV of 
the Housing Act of 1950 (Public Law 475, 8ist Cong.), and 

Whereas the regulations under which title [IV of the Housing Act, 1950, now 
operates prevent the program from being fully practical for self-liquidating 
projects: Be it 

Resolved, That the 10th National Conference on Higher Education recommends 
a modification of the regulations governing the use of the funds by providing 
for the lowest interest rates consistent with the original act; reducing the 
reserve fund requirement to the lowest reasonable level; and by making available 
as soon as possible the full amount of the funds provided under the act, and 

Whereas the 1953 amendment to title IV of the Housing Act of 1950 gives 
discretionary power to the Administrator of the Housing and Home Finance 
Agency to change the interest rate, thus introducing further elements of uncer- 
tainty for the colleges in the effective operation of the law: Be it 

Resolved, That the 10th National Conference on Higher Education recommends 
that title IV of the Housing Act of 1950, as amended, be further amended to 
withdraw the discretionary power of the Administrator of the Housing and 
Home Finance Agency to change the interest rate. 

College and university facilities for auriliary services other than housing 

Whereas the existing facilities for auxiliary services other than housing on 
college and university campuses fall far short of meeting the needs of present 
and anticipated enrollments, and 

Whereas facilities for auxiliary enterprises of colleges and universities may 
be of a self-liquidating nature: Be it 

Resolved, That the 10th National Conference on Higher Education urges amend- 
ment of title IV of the Housing Act, 1950, to include financing the construction 
and equipment of facilities for auxiliary services other than housing on college 
and university campuses. 
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SPRINGFIELD COLLEGE, 
Springfield, Mass., May 12, 1955. 
Hon. J. W. FULBRIGHT, 
Senate Office Building, Washington, D. C. 


DEAR SENATOR FULBRIGHT: I have just read your statement in the Senate on 
Wednesday, April 20 in which you introduced amendments to the Housing Act of 
1950 relating to housing for educational institutions. 

These amendments represent in my view a very sound and important approach 
to a very serious problem which confronts this Nation, namely, the need for ag- 
vressive action to cope with the vast increase of students who will be pounding 
at the doors of our colleges and universities in the immediate years to come. 

Perhaps you will be interested in my viows on this subject as expressed to Mr, 
Albert Cole, Administrator, Housing and Home Finance Agency, in a letter com- 
menting on the recommendations of the Hoover Commission that the college 
housing program be terminated. Enclosed is a copy. 

Appreciating your interest and statesmanlike handling of this important 
subject, I am, 

Yours sincerely, Donatp C. Stone, President. 
Mr. ALBERT COLE, Marcu 30, 1955. 
Administrator, Housing and Home Finance Agency, 
Washington, D.C. 

DEAR Mr. Core: I note that the Hoover Commission on organization of the 
executive branch of the Government has recommended that the college housing 
program be terminated on the ground that it is no longer needed. This is non- 
sense. 

With the impending vast increase in the number of students endeavoring to 
enter colleges, not only is this program imperative but it needs to be liberalized 
in order that the great contribution of the private colleges in American educa- 
tion may continue. Unless private colleges find ways in which to expand plant, 
we will see a great shift in the proportion of American youth who receive all of 
their education in governmental institutions. As a bureaucrat of many years 
standing, I am thoroughly sympathetic with the role of Government in educa- 
tion, but there are many values which can only be propagated in the private 
college. 

Housing projects at State institutions which can borrow with the full faith and 
credit of the State behind them, can be carried on at a much lower cost than 
those of private institutions. It is at this point that I feel that Government can 
be of great assistance to education, without raising any of the questions of con- 
trol of educational programs. At the present time the college housing program 
is, as I would estimate, almost entirely self-financing. If the Government would 
provide a small subsidy so that interest rates could be set at sometime like 214 
percent, we would have here a tremendous boon to education in this country with 
actually a very small outlay in terms of public support. We could make housing 
programs at 244 percent practically self-supporting, but we cannot do so at the 
present interest rate. 

The college housing program is an excellent one and is in the public interest 
of the people of the United States. It should be continued. 


Yours sincerely Reem ; 
ve DONALD ©, Stone, President. 


GREELEY, CoLo., April 23, 1955. 
Hon. GORDON ALLOTT, 
United States Senate, Washington, D. C.: 

Colorado State College of Education particularly is interested in the new pro- 
visions of Senate bill 1744 introduced by Senator Fulbright. Three aspects we 
believe will greatly improve the ability of the colleges to ready their self- 
financing plants for enrollment expansion underway: (1) The provision for a 
ceiling interest rate on college program HHFA loans of 2% percent; (2) per- 
mission to include into the costs of dormitory structures and its debt service 
financing movable unattached furnishings; (3) the privilege of constructing 
justified ancillary food service and maintenance facilities under the HHFA 
loan program coextensive with new dormitory construction to round out optimum 
sized residence halls plants. The above features are specially important and 
will increase the practicability of building immediately for existent demand and 
pressures to be met within 3 years. 

GLENN ©, TURNER, 
Controller, CSCE., 
62736—55——17 
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LoretTTo HEIGHTS COLLEGE, 
Loretto, Colo., April 25, 1955. 
Hon. Evcene D. MILLIKIN and Hon. Gorpon ALLorT, 
United States Senate, Washington, D. C. 


Dear SENATOR ALLOoTT: We are informed that the Fullbright bill, No. 1744, 
will be introduced to reduce interest rates on housing loans to 2.75 percent. 

We also understand that there is an amendment to the original bill providing 
for furnishings and equipment. 

We should like to add the name of our college to the list of other colleges in 
support of such a bill. 

Our best wishes to you and the promise of our prayers for the great work you 
are doing. 

Very sincerely yours, 
Sister FrRANcES MARIE, President. 


BREMERTON, WASH., May 9, 1955, 
Senator WARREN G. MAGNUSON, 
Senate Office Building, Washington, D. C.: 
(Attention: Irvin Hoff.) 

Would appreciate presentation of following statement before Senator Spark 
man’s committee holding hearing on 8. 1766 the Northwest and Washington As- 
sociation of Community Junior Colleges urge attention to the growing respon- 
sibilities of the Nation’s community junior colleges in meeting the impending 
tremendous increase in college age persons. Every competent educator empha- 
sizes development of community junior colleges as economical methods of meet- 
ing needs of Nation’s undergraduate students. Recognition by all Federal agen- 
cies of the needs of community junior colleges and their merited eligibility for 
any Federal assistance to higher education is essential. Particular attention to 
assistance in student housing is necessary. Many community junior colleges 
organized as part of local public-school systems unable to qualify for Federal 
dormitory loan assistance, under title IV due to limifed powers of local 
board. S. 1766 designed to remove inequities in Federal aid among junior 
colleges. Amendment would permit educational corporation delegated by col- 
lege to undertake dormitory construction to qualify for Federal loan assistance 
in same manner as other colleges qualified for Federal dormitory loans through 
original enabling powers. A high proportion of newer community junior col- 
leges serving large areas needs Federal loan assistance in dormitory con- 
struction but are unable to qualify under present college section of title IV. 
We earnestly solicit passage of S. 1766. 

L. J. Extras, 
Past President of Northwest Association of Junior Colleges and 
Legislative Chairman of Washington Association of Community 
Junior Colleges, Olympic College, Bremerton, Wash. 


Senator Futsricut. The first witness this morning is Dr. Raymond 
©. Magrath, vice president of Tufts University, Medford, Mass. Dr. 
Magrath, will you come forward, please, sir. 

I may say that on Monday morning many of the Senators are de- 
layed by accumulated mail, and so on, but I think we had better pro- 
ceed in the hope that they will come in. At this time of the year, be- 
tween constituents and correspondence, it is very difficult for Senators 
to do anything else. 

You may proceed, Dr. Magrath. 


College housing 


STATEMENT OF RAYMOND C. MAGRATH, ON BEHALF OF AMERICAN 
COUNCIL ON EDUCATION 


Dr. Macratrn. I am Raymond C. Magrath, comptroller of Tufts 
University. I am appearing on behalf of the American Council on 
Education to present the views of the council’s committee on relation- 
ships of higher education to the Federal Government. Membership 
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of the council includes 142 educational organizations and 954 educa- 
tional institutions, including nearly all the accredited colleges and 
universities in the United States. Members of the committee on rela- 
tionships are listed in an attachment to this statement. I would like 
to submit it as part of the testimony. 

Senator Futsrient. That will be all right. 

Dr. Macratn. The American Council on Education, in cooperation 
with several other educational organizations represented here today, 
participated in the formulation of the college housing loan program 
and its presentation to the Congress in 1949. Certain principles were 
established then which the council and these other organizations be- 
lieve should be continued. 

(1) The college housing loan program was conceived as a bona fide 
and essential part of the Federal Government’s program to encourage 
the provision of low-cost housing. ' 

2) The objective was and is to assist in the construction of housing 
and feeding facilities that will provide accommodations at rates which 
students and faculty members can afford to pay. 

(3) Since the need for college housing, even in 1949, was much 
greater than the amount recommended for the Federal loan program, 
provision was made that no Federal loan should be made if private 
financing could be secured that would meet the need. This is still a 
sound principle, and should be retained. 

(4) The program was so planned that there would be no ultimate 
cost to the taxpayer. It was never contemplated and is not now de- 
sired that a Federal subsidy to higher education should be involved. 

The council’s committee on relationships of higher education to the 
Federal Government has carefully studied S. 1744 in the light of these 
principles. On behalf of that committee, I present the following 
conclusions and recommendations. 

(A) S. 1744 would permit loans to be made for college and uni- 
versity facilities outside the general scope of housing. We agree with 
Administrator Cole that this program should continue to be restricted 
to housing and other service buildings and facilities essential for 
housing and feeding students and faculty. Specific recommendations 
for amending S. 1744 to meet this objective are contained in an ap- 
pendix to this statement. These recommendations include only minor 
modifications of provisions of existing law to meet special conditions. 
such as that in which it is more economical for an institution to feed 
students in a portion of a union building than in a portion of a dormi- 
tory. 

(B) There has been a confusion, in some of the testimony presented 
to this Committee, of two separate concepts: (1) the need for housing 
facilities and (2) the volume of applications for Federal housing 
loans under existing conditions. The need for college housing, pres- 
ent and future, has been estimated as high as $6 billion. No college 
or university can contemplate the actual construction of a dormitory, 
however, unless it is certain that when completed the rooms can be 
rented at a rate that will assure substantially full occupancy. That is 
the controlling factor in the demand for loans from any source, gov- 
ernmental or private. 

Hence, the rate of interest charged and the length of the’ period 
of amortization have a critical effect, not on the need for housing 
but on the acceptability of loans for the purpose of providing it. 
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If the conditions imposed under the college housing loan program 
are such that applications for loans fall off, the effect is not to increase 
the market for private investors offering loans on the same terms. 
On the contrary, the effect is to force the colléges to postpone any 
action until they can secure direct subsidies, either through private 
gifts or public appropriations. 

In the judgment of the committee on relationships, the provisions 
in S. 1744 regarding the method of setting the interest rate to the 
colleges have the right objective, since they would keep the rate low 
and therefore make the loans usable by many additional institutions. 
In some instances it may also be essential to extend the amortization 
period to 50 years, as authorized in this bill, for the same reason. 

Perhaps the most important advantage of the new method of setting 
the rate, however, is that it repeals section 24 (b) of Public Law 94 
of the 83d Congress, which removed any upper limit on the rate which 
the Administrator, at his own discretion, might establish. That pro- 

vision obviously gave the Administrator the power, if he chose to 
exercise it, to nullify the will of Congress simply by setting the rate 
so high that no institution could use a loan. 

(C) There is no desire on the part of the council, or of any other 
educational organization, so far as we know, to eliminate private 
financing of college housing. We have seen no conclusive evidence 
that the formula provided in 8. 1744 would set a rate of interest 
so low as to prevent participation of private investors. We reempha- 
size the fact that if the interest rate of the Federal program is so high 
as to deter the great majority of colleges from using it, and if private 
investors adopt the same rate, the entire loan market for college 
housing is curtailed. 

The Federal program to date has expanded the operations of private 
investors in several ways. As Administrator Cole has testified, private 
investors have been permitted to purchase short-term portions of 
Government-approved long-term loans. The Agency has also in- 
curred the expense of helping numerous institutions to prepare satis- 
factory proposals, after which private investors have agreed to under- 
take the financing. 

(D) We believe that the program can be operated, on a margin 
of one-fourth of 1 percent, in such a way as not to call for any 
Federal subsidy to the institutions receiving loans. Obviously, the 
amount of money available for administration is dependent on the 
total amount loaned. As originally enacted in 1950, the college 
housing loan program would have offered a total of $300 million to 
colleges and universities at a rate predetermined to be acceptable. 
This volume of business would have been ample to provide for admin- 
istrative expenses. The volume has been restricted by two factors: 
Reluctance of the Bureau of the Budget to release the funds, and 
an increasing interest rate which has made the loans progressively 
less attractive. Recent management practices in the Federal Housing 
and Home Finance Agency have also set aside substantial sums as 
reserves for contingencies which experience indicates will probably 
never arise. 

Senator Dovetas. May I ask the witness a question ? 

Senator Futsrient. Yes. The Senator from Illinois. 

Senator Doveias. Mr. Magrath, I wonder if you would develop 
these last points a little bit more fully, because there is obviously 
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a great deal behind these sentences. You say the volume of loans 
has been restricted by reluctance of the Bureau of the Budget to release 
the funds, by an increase in interest rate, and by recent management 
practices of the Federal Housing and Home Finance Agency. I 
wonder if you would describe those. 

Dr. Macratu. I wonder if I may suggest that someone else has 
the details which he will present at a later time. I should like to 
make my statement just as a general statement and then have the other 
phases developed by others present. 

Senator Futsrient. Who will develop that ? 

Dr. Macratru. Dr. Stewart, for one. 

We believe, therefore, that if an adequate amount of money is made 
available at a reasonable rate under reasonable administrative pro- 
cedures, the margin provided for administrative expenses in S. 1744 
will be ample to protect the Federal Government against any need 
for subsidy. It is in this connection that the provision in this bill 
+o increase the authorization to $500 million is of special significance. 
The additional funds will, of course, be needed in time, if loaned at 
acceptable rates; but approval of this increased authorization will 
also serve notice on the Bureau of the Budget and the FHHFA now 
that the Congress desires this program not only to be effective but 
also to be conducted on a larger scale. 

In summary, then, the American Council on Education continues its 
firm support of all the basic principles on which the college housing 
loan program was originally established, and believes that with minor 
modifications S. 1744 will reaffirm and strengthen those principles in 
future practice. 


RECOMMENDED CHANGES IN 8. 1744 


On page 1, change lines 6 and 7 to read— 
providing housing and other service buildings and facilities essential for housing 
or feeding their students and faculty the Administrator may make loans of. 

Senator Futsrieutr. Is it the intention simply to eliminate student 
unions that are not involved in feeding ? 

Dr. Macratu. The intention was to provide for just dormitories 
and feeding facilities, the feeding facilities that are part of the 
student union building, but not to provide for buildings other than 
housing and feeding of students and faculty. 

Senator Doveias. Not to provide for recreational halls? 

Dr. Magratru. That is right. 

Senator Futsrient. The difficulty would be that many unions pro- 
vide for both. Practically every one I have ever seen provides for 
both, that is, eating and living and recreation using the same building. 

Dr. Macratu. This is for housing and feeding. I recognize that 
there will always be the problem of differentiating between housing 
and feeding and other services. 

Senator Fursricur. I approve of your intention. It is quite all 
right with me. I do not wish to insist on it, but it is rather difficult 
to find a line to draw in many cases. 

Dr. Maerarnu. I agree. 

Also on page 2, change line 11 to read, “and service buildings and 
facilities may, in connection therewith”. 

Also on page 2, change line 14 to read, “made for any housing and 
service buildings and facilities, the”. 
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On page 3, delete lines 10, 11, and 12. 

On page 5, change line 2 to read, “construction of the housing or 
other service buildings and facilities and the”. 

Also on page 5, change lines 4 and 5 to read, “improvements to 
permit its use for housing or other service buildings and facilities.” 

Also on page 5, change lines 9 to 14 to read, “(h) ‘Other service 
buildings and facilities’ means (1) new structures, whether separate 
or parts of other structures, suitable for use as cafeterias or dining 
halls, and (2) structures, whether separate or parts of other struc- 
tures, suitable for the above uses provided by”. 

Senator Fursricut. Dr. Magrath, did you understand that the 
college-housing program as enac ted in 1950 was a program dependent 
upon : the housing needs for the GI students only ? 

Dr. Macratn. Well, I did not quite so understand it. That was 
the immediate cause for the enactment of the legislation, but I think 
there is a much longer range situation involved under the title that 
the institutions will have to provide for in the next 10 years. 

Senator Fu.sricur. Is it your feeling that generally in educational 
circles with which you are well acquainted that they believe it was 
for the GI’s? 

Dr. Maerarn. I did not so understand it at the time. 

Senator Fuisrieut. Does the fact that the GI loan is dwindling 
have any effect upon the continuing need for the college-housing 
program ? 

Dr. Macratn. We knew that the number of GI students would de- 
crease, but every study that I have seen indicated that there would be 
a continued number of students who would take the place of GI 
students, and that the increase in the number of students continually 
seeking college education was going to require vast expenditure not 
only for housing but for other purposes. 

Senator Futsricutr. Dr. Magrath, the Hoover Commission report 
contains this statement : 

The demonstrated ability of colleges to secure such loans elsewhere compels 
us to conclude that this program is no longer necessary. 

Was the opinion and advice of college associations sought by the 
Commission, as far as you know? Did you or anyone that you know 
of in the college field and the college associations give such a rec- 
ommendation to the Hoover Commission ? 

Dr. Macrarn. I do not see how anyone that I know of possibly 
could have done so, because every college and every administrative 
officer of a college I have heard of is seriously facing the question of 
what we are going to do and how we are going to provide for the large 
number of students that are going to come to our institutions in the 
next 10 to 15 years. 

Senator Fursricur. Do you agree with that statement of the 
Hoover Commission ? 

Dr. Macratn. I do not, sir. 

Senator FutsrieHr. You do not. As far as you know, you do not 
know any responsible educator that does ? 

Dr. Macratu. I have not heard of any, sir. 

Senator Futsrient. You have never heard of one? 

Dr. Macratu. No, sir. 

Senator Futsrienr. On page 2, line 4, of your statement you say: 
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It was never contemplated and is not now desired that a Federal subsidy to 
higher education should be involved. 


Are you speaking only for yourself or are you speaking for the 
association ¢ 

Dr. Macraru. I think the associations all agree that there is no ques- 
tion but what colleges and universities will meet the cost and amortiza- 
tion schedules. I do not think there has been any default thus far in 
any of the payments. 

Senator Futsricur. Speaking for myself, I cannot quite go so far 
that I do not desire a subsidy. I see no reason why we should not 
subsidize education as we do airplane manufacturers, roads, and a 
miscellaneous number of other activities. I think the greatest neglect 
in this country is education. So I would not agree that we do not 
desire it. I think it is very desirable to try to improve our educational 
system, and this is one way to do it without a subsidy. I would like 
to have a subsidy. I wanted the record clear that I did not agree 
with that part of it. 

Do you hi ave anything further to say to the committee ? 

Dr. Macratu. No, sir. 

Senator Futsricur. I appreciate very much your taking the trouble 
of coming here. 

Senator Doveras. Mr. Chairman, I wonder if Mr. Magrath would 
not like to make a part of the record the membership of the Committee 
on Relationships of Higher Education to the Federal Government and 
the list of consultants and observers. I would say that the eminence 
of these gentlemen would have a good deal of weight, in my mind at 
least. 

Senator Futsrient. Yes. I think the list that accompanies this 
statement should be included in the record. 

Dr. Macrarn. I think, sir, I so requested and you accepted it. 

Senator Fuerte. That is r ight. 

(The material referred to follows :) 


COMMITTEE ON RELATIONSHIPS OF HIGHER EDUCATION TO THE FEDERAL GOVERN- 
MENT, AMERICAN COUNCIL ON EDUCATION, WASHINGTON, D. C. 


J. L. Morrill, Chairman, president, University of Minnesota, Minneapolis 14, 
Minn.; Conrad Bergendoff, president, Augustana College, Rock Island, IIL; 
Leonard Carmichael, secretary, Smithsonian Institute, Washington 25, D. C. 

Carter Davidson, president, Union College, Schenectady, N. Y. 

T. Keith Glennan, president, Case Institute of Technology, Cleveland, Ohio. 

Gordon Gray, president, the University of North Carolina, Chapel Hill, N. C. 

Henry T. Heald, chancellor, New York University, New York 3, N. Y. 

Althea K. Hottel, dean of women, University of Pennsylvania, Philadelphia 4, Pa. 

Deane W. Malott, president, Cornell University, Ithaca, N. Y. 

Robert F. Poole, president, Clemson College, Clemson, S. C. 

Edward B. Rooney, 8. J., executive director, Jesuit Educational Association, 
49 East 84th Street, New York 28, N. Y. 

R. F. Thomason, dean of admissions and records, University of Tennessee, Knox- 
ville, Tenn. 

W. Fred Totten, president, Flint Junior College, Flint, Mich. 

Raymond Walters, president, University of Cincinnati, Cincinnati, Ohio. 

Roscoe L. West, president, State Teachers College, Trenton 5, N. J. 

Arthur 8. Adams, ex officio; president, American Council on Education. 

Raymond F. Howes, secretary ; staff associate, American Council on Education. 


Joseph C. Kiger, assistant secretary ; staff associate, American Council on Edu- 
cation. 
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CONSULTANTS 


Jesse P. Bogue, executive secretary, American Association of Junior Colleges, 
1785 Massachusetts Avenue NW., Washington 6, D. C. 

Helen D. Bragdon, general director, American Association of University Women, 
1634 I Street NW., Washington 6, D. C. 

Theodore A. Distler, executive director, Association of American Colleges, 726 
Jackson Place NW., Washington 6, D. C. 

Robert P. Fischelis, secretary, American Pharmaceutical Association, 2215 Con- 
stitution Avenue NW., Washington 7, D. C. 

Evron M. Kirkpatrick, executive director, American Political Science Associa- 
tion, 1785 Massachusetts Avenue NW., Washington 6, D. C. 

Ralph E. Himstead, general secretary, American Association of University Pro- 
fessors, 1785 Massachusetts Avenue NW., Washington 6, D. C. 

'rederick G. Hochwalt, Rt. Rev. Msgr., secretary general, National Catholic 
Educational Association, 1785 Massachusetts Avenue NW., Washington 6, D. C. 

Harry H. Lunn, Jr., president, United States National Student Association, 123 
Gimbel Building, Philadelphia 7, Pa. 

James McCaskill, director, division of legislative and Federal relations, National 
Education Association, 1201 16th Street NW., Washington 6, D. C. 

Charles P. McCurdy, Jr., executive secretary, the State Universities Association, 
1785 Massachusetts Avenue NW., Washington 6, D. C. 

Raymond F. McLain, general director, Commission of Christian Higher Educa- 
tion, National Council of the Churches of Christ in the United States of Amer 
ica, 297 Fourth Avenue, New York 10, N. Y. 

M. ID. Mobley, executive secretary, American Vocational Association, 1010 Ver- 
mont Avenue, Washington 5, D. C. 

G. Kerry Smith, secretary, Association for Higher Education, National Educa- 
tion Association, 1201 16th Street NW., Washington 6, D. C. 

Ernest T. Stewart, Jr., executive secretary, American Alumni Council, 1785 
Massachusetts Avenue NW., Washington 6, D. C. 

Russell I. Thackrey, executive secretary, Association of Land-Grant Colleges and 
Universities, 1785 Massachusetts Avenue NW., Washington 6, D. C. 

M. H. Trytten, director, Office of Scientific Personnel, National Research Council, 
2101 Constitution Avenue NW., Washington 25, D. C. 

J. Fletcher Wellemeyer, consultant, American Council of Learned Societies, 1219 
16th Street NW., Washington 6, D. C. 

Dael Wolfle, administrative secretary, American Association for Advancement of 
Science, 1025 Connecticut Avenue NW., Suite 503, Washington 6, D. C. 


OBSERVERS 


Miss Margaret S. Banister, Office of Public Information, National Organizations 
Branch, Office of the Secretary of Defense, Washington 25, D. C. 

Ernest V. Hollis, Chief of College Administration, United States Office of Educa- 
tion, Department of Health, Education, and Welfare, Washington 25, D. C. 
Col. Miles R. Palmer, United States Air Force, Chief, Education Division, Office 
of Armed Forces Information and Education, Department of Defense, Wash- 

ington 25, D. C. 


Senator Furarientr. The next witness is Mr. Hurst Anderson, 
President of American University, who I believe is to be accompanied 
by the Reverend Father T. Byron Collins, of Georgetown University, 
and Joseph Solterer, professor of economics, Georgetown University. 
We welcome you this morning. Are these two gentlemen to accom- 
pany you? 

Mr. Anperson. Yes, sir. 

Senator Futsricnt. Do they wish to come up and testify or not? 

Mr. Anperson. They will wish to testify, supplementary to my 
statement. 

Senator Futsricur. You may proceed. 





pee °C TON 


HOUSING ACT OF 1955 
College housing 


STATEMENT OF HURST R. ANDERSON, ON BEHALF OF THE ASSO- 
CIATION OF AMERICAN COLLEGES, ACCOMPANIED BY FATHER 
T. BYRON COLLINS, AND JOSEPH SOLTERER 


Mr. Anperson. As chairman of the legislative committee of the 
Association of American Colleges I am very grateful for this oppor- 
tunity of presenting to your committee the views of my association 
on a bill which we believe to be of crucial importance to the welfare 
of higher education. 

The Association of American Colleges is a voluntary, nonprofit 
organization of colleges of liberal arts ‘and sciences. It has a mem- 
bership of over 700, ‘composed both of independent colleges and of 
liberal arts colleges of multipurpose unive viltled, public and private. 
Its purpose is to maintain and strengthen the liberal arts and sciences 
in the colleges and universities of America, and the place of the 
church-related and independent colleges in America. 

My association is a constituent member of the American Council 
on Education and is in complete agreement with the testimony given 
to this committee on behalf of the council on the value of the college 
housing program to higher education in the United States and the 
continuing need of our - colleges and universities for such facilities. 

I shall not waste the committee’s nee by going over the ground 
already covered by that testimony. I shall simply try to explain to 
you why the overwhelming majority of our member colleges supports 
the bill that is before your committee as a means of removing some 
of the obstacles that have prevented the college housing program 
from achieving its intended purpose as fully as it might. 

[ should state at the outset that the Association of American Col- 
leges represents the bulk of the colleges and universities that have 
made use of the program, or would have done so had it been practi- 

cable for them, or still hope to do so in the near future. This is 
because most, though by no means all, of our members are privately 
endowed institutions, and in general private institutions stand in 
greater need of such facilities than institutions supported out of public 
funds. 

In an attempt to obtain precise information on our members’ experi- 
ence of the program and their views on possible improvements, the 
legislative committee of the association made a systematic inquiry of 
all member colleges and universities in the continental United States. 

That inquiry showed that at least 133 colleges and universities, or 
18 percent of our total membership, had rec eived or applied for loans 
under the program. 

Senator Doveras. May I ask a question? I notice that you com- 
bine those who have received loans and those who have applied for 
loans. Do you have a breakdown as to the number who received 
loans ? 

Mr. Anperson. I think that comes here in this paragraph. Eighty- 
six other institutions stated that they would have applied if the con- 
ditions on which loans are granted had been acc eptable. Ninety-nine 
more, which have not up to the present been actively interested in ob- 
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taining a loan, stated that they were in favor of the program in prin- 
ciple. In total, over 90 percent of those who replied to our inquiry 
were favorably disposed to the program, and only a mere handful— 
29 institutions, or 8 percent of those who replied—were opposed 
to the program or doubtful. 

I guess I do not have that breakdown. I might be able to produce 
that for you. I think we can get that. 

Senator Dovexias. Thank you very much. 

Mr. Anperson. On the issue of possible improvements, the answer 
we received to a specific question indicated that the most serious ob- 
stacles to wider use of the program is the present rate of interest. 
Fifty-nine percent of all the colleges and universities that expressed 
themselves in favor of the program or not definitely opposed to it 
stated that the possibility of their taking advantage ‘of the program 
would be affected by a reduction of the rate of interest. In a state- 


ment of its reasons for nonparticipation, a small private university 
in New Jersey said: 


We have been prevented from proceeding with the program because of our 
feeling that we could not amortize our obligation at the rate of interest charged. 
It would help considerably if this could be reduced to at least 3 percent. 

A small but highly reputed technical institute in Indiana said that 
it had “rejected a plan to apply for a dormitory loan because of in- 
ability to liquidate without charging dormitory rates substantially 
higher than for present housing.” 

Similar reasons were given by other institutions as widely dispersed 
and as varied in character as a large private university in the State 
of New York, a small private university in Oregon, a church-related 
coeducational college in Tennessee, a smal] but highly successful pri- 
vate college in Maine, a famous women’s college in Maryland, and a 
State teachers’ college in West Virginia. 

Senator Doveias. What is the general rate of interest now ! 

Mr. Anperson. Well, I do not know. In that particular instance 
I think it is 314 percent. ; 

Senator Fu.srigur. You mean the present policy is 314 percent. 
The loan will not be made if the college can get 3144 percent money 
elsewhere. 

Mr. Anperson. No. 

Senator Futsrieut. That is my understanding of the present policy 
of the Housing Administration. 

Mr. Anperson. That is present policy; yes. 

Senator Futsricut. In other words, the 31% percent is if they can 
get it. 

Senator Dovenas. The college got a 314-percent loan. 

Mr. Anverson. The point of this paragraph, though, Senator Doug- 
las, is that these institutions are having a hard time on the basis of 
fees that are appropriate to amortize the operation. 

Senator Doveras. I am not questioning the need for this. I am 
just trying to find out what the problem is, that is all. 

Mr. Anperson. It was also stated that the present amortization 
period of 40 years imposes an unnecessarily heavy burden on colleges, 
that is, if you get the interest rate down and extend the time, amorti- 
zation is going ‘to be easier for many of these institutions to carry these 
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loans at the rate they can charge for dormitory rooms. A large uni- 
versity in []linois pointed out that— 

residence halls of good standards and construction have a life considerably in 
excess of 40 years and with good maintenance will justify a longer period of 
amortization. We have halls that were constructed between 35 and 40 years ago 
and are as good a facility today as they were then, and are now worth 3 or 4 
times their original cost. 

Senator Dovenas. I believe the buildings at the University of Vir- 
ginia are 125 years old, and the dormitories at Harvard are something 
over 200. 

Mr. Anperson. Yes, sir. 

The second serious obstacle to use of the program has been the nar- 
row interpretation which the administration has apparently felt 
obligated, under the terms of the existing act, to give to the type of 
building qualifying for a loan. 

Many of our colleges reported that they had been prevented from 
obtaining loans by the exclusion of auxiliary facilities, such as food 
services, student unions and social rooms, which in many colleges 
are closely related to dormitory accommodations, and which produce 
income that would help to carry a loan. Two colleges stated that their 
plans to obtain loans had been defeated by rigid exclusion of any facili- 
ties intended for the use of day students, although in one case economy 
would have been achieved by the construction of a common kitchen 
for the resident students’ dining room and the day students’ cafeteria. 
It seemed to be generally felt that more liberal provision should be 
nade for the inclusion of dining facilities, even in a separate building 
or with a capacity exceeding that of the dormitory space included 
in the same project. Seventy-six percent of the colleges and univer- 
sities that replied to our inquiry expressed themselves in favor of 
extending the scope of the program along these lines. 

We are conscious of the objections to providing in a housing act for 
buildings that could not be reasonably be regarded as housing, and in 
fact we are not seeking legislative authority for loans for all kinds of 
educational buildings, vabethe as that might be. In supporting this 
bill we are concerned solely with housing, which, as your committee 
is well aware, is one of the gravest problems of our colleges and uni- 
versities now and for the future. All we ask is establishment by the 
Congress, for the purpose of this program, of an interpretation of 
housing which is in accordance with the ordinary meaning of the word. 
After all, in our everyday usage housing includes facilities for cook- 
ing, eating, and sitting as well as sleeping. The private citizen ex- 

ects to find all these facilities in his house, and the college needs them 
if it is to house its students. 

My association, in collaboration with the other educational asso- 
ciations that are appearing before the committee, is ready to suggest 
amendments to the present text of the bill which would have precisely 
this effect. I believe they have already been presented. 

With this single modification of substance, we believe that the bill 
would both satisfy the reasonable desires of our members and conform 
with the aims and conditions that the Congress had in mind in enact- 
ing the original legislation. We feel no doubt that, by removing the 
obstacles I have mentioned, the bill would enable colleges and univer- 
sities to use all of the $500 million which it proposes to make available 
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for loans under the program, and which is but a small fraction of 
current and prospective needs. 

The Association of American Colleges therefore gives its whole- 
hearted support to the bill and commends it to the sympathetic con- 
sideration of your committee. 

Senator Futsricut. The Senator from Illinois? The Senator from 
New York? 

Mr. Anderson, you heard my question to the preceding witness with 
regard to the Hoover Commission report. Do you agree with that 
statement that I read to him? Shall I read it again to you? 

Mr. Anperson. Yes; for the sake of clarity. 

Senator Futsrieur. It reads: 

The demonstrated ability of colleges to secure such loans elsewhere compels us 
to conclude that this program is no longer necessary. 

Mr. Anperson. You asked me what I personally believe about that? 

Senator Fu.sriecur. Yes. 

Mr. Anprerson. I think they cannot substantiate that statement. On 
several occasions I have been involved in this program, and my institu- 
tion has also. It is utterly impossible to find loan money to take the 
place of this kind of loan program, as far as I can determine, and our 
association believes that to be a fact. 

Senator Funsriaur. So then the net effect is simply to have no 
housing ¢ 

Mr. Anperson. Well, Senator, yes. In this crisis which we are 
beginning to face, you know that the college enrollments all over the 
country are going up, and they are going to go up in the next decade. 
We are not going to be able to produce e the housing facilities needed 
unless something happens to provide this opportunity, and this bill 
seems to be it. 

Senator Fuusrient. Is it fair to say that if there is not any assist- 
ance under legislation of this kind that the colleges must make out 
with what they have, with the existing rates. That also will create 
a burden on our teaching, because you ‘have to continue in operation, 
and it will inevitably have an effect upon the money available for 
teaching, too, will it not? 

Mr. Anperson. It certainly will. No question about it. 

Senator Futsrieut. It is not simply housing. Looking at an edu- 
cational institution, it is an integral whole, and if you have no avail- 
able funds for the housing, and you are forced to go to the higher 
interest rates, it simply will be a drain upon the total income of the 
educational institution. 

Mr. Anprerson. Not only a drain on total income. It is a matter of 
the investment of the public in an enterprise. What it does is to shoot 
the cost of American education up, and we all know that it has gone 
now to the point where we are greatly concerned about it. There is a 
large percentage of these youngsters, able youngsters, now in our high 
schools that are simply being prevented from securing an education 
because of this situation. If it goes higher, we are going to be in a 
worse position, because we are going to narrow down more and more 
the educational opportunities in America to where only the privileged 
who have the money and can afford it can expend it. 

Senator Doveras. Have you had a chance to work out the concrete 
figures as to how high a monthly rent is required to carry 314 or 3144 
percent interest ? 
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Mr. Anperson. Yes, Senator, I have been working on that, because 
we have been building right here on our campus In Washington si 
dormitories and plan to build two more. Very frankly, w hat we ne 
was this—and I cannot prove this finally, because we have Just move 
into these buildings. We set these figures at 5150 a semester, on Oe 
assumption that we might be able to amortize it. It looked as ee 
we might be able to amortize it with a rent of $150. Phat is a much 
higher figure than most of the colleges in America are charging for 
dormitories. If you go out through the Midwest—I came here from 
Minnesota. I was president of an institution in Minnesota, and I 
know that the dormitory rates throughout the Midwest are $90 a 
semester, up to $95 and $100, down to $75. You cannot amortize one 
of these loans with that kind of dormitory charge. Whether or not 
we can do it at $130, I do not know. My business officer sent a note to 
me the other day to the effect that he was afraid when our audit was 
completed this year it would show $130 would not do it, and we might 
have to put it up higher. : 

Senator Doveras. Have you or your staff made any estimates as to 
the reduction that would be effected by a 234 percent interest rate at 
50-year amortization ? 

Mr. Anprrson. I think they have, but I do not have that with me 
here this morning. I can tell you this, Senator: Based on what caleu- 
lations they have made, it comes within the realm of reason in terms of 
the accepted dormitory rates throughout the country. 

Senator Doveias. Breaking it down, say, by a quarter? 

Mr. Anperson. By a quarter? You mean the total charge? 

Senator Doveras. Yes, lengthening the period by a quarter and the 
interest rate by a little less than a quarter. 

Mr. Anprrson. Not quite, I do not believe, Senator, but it would 
bring it down substantially so that the charges to the American fami- 
lies would come within the realm of possibility in a way that they are 
not in the realm of possibility at the moment. 

Senator Doveras. There is another point I would like to raise, if I 
may. Whenever an institution, whether it is a college or a hospital, 
tries to put up a building, the result is that they are getting extra- 
ordinarily high construction costs per bed or very high construction 
costs per room. Do you see some way in which we ean force the archi- 
tects to greater simplification of design and materials without sacri- 
ficing facilities and sacrificing a certain amount of beauty ? 

Mr. Anperson. I think the architects have been trying to be very 
helpful. In my experience with these people, it has been that they 
are trying very hard to do the best they can and eliminate the older 
memorial conception of college buildings. I think a careful study of 
the situation would suggest that a good many of our firms have found 
ways of reducing the cost of construction, but we have to realize that 
the cost has gone up anyway. It is not the architects’ fault. The cost 
of construction has gone up. 

Senator Doveras. There is a famous university in the East where 
the construction costs are extremely high, and where in order to give 
an illusion of age they deliberately broke the panes of glass in order to 
lead them together again. These quarters are luxurious and tax 
exempt. The young men who live in those quarters look out upon 
slums which pay taxes to help maintain these gentlemen in leaded 
luxury. I wonder if you think that is all right. 
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Mr. Anprrson. No, I do not, sir, and I think the present arrange- 
ment whereby the plans have to be presented to the Federal agency 
for careful inspection and supervision, which is the case under this 
present bill, is reasonable protection. I know in my own experience 
we made a considerable number of modifications as a result of the in- 
spection by the Federal agency. I think this is legitimate. I think 
it ought to be done to protect the public. 

Senator Doveras. Are those in the direction of reducing costs? 

Mr. Anperson. Yes,sir. The architects were most cooperative, and 
I think really we have an arrangement there that does protect the 
public against excessive costs per bed. But we all do realize, too, that 
the basic cost of construction has gone up, and you cannot provide a 
dormitory now for what you could 20 years ago. It is just utterly 
impossible. That presents part of the problem. 

Senator Dovexas. I think there is a very real question as to how 
much of the Gothic trimmings should be carried on these loans. 

Mr. Anperson. Yes. I think the Federal Housing people have 
been very sensitive to that, Senator. At least that is my experience 
with them. They are ready to chop off anything that does not have 
some reason for existence. 

Senator Futsrient. Thank you very much, Mr. Anderson. 

Father Collins and Mr. Solterer, do you wish to make a statement ? 
Will you come forward, please. 

We are very glad to have you with us. 


College housing 


STATEMENTS OF FATHER T. BYRON COLLINS AND JOSEPH 


SOLTERER, PROFESSOR OF ECONOMICS, GEORGETOWN UNIVER- 
SITY 


Father CotziNs. I do not have a prepared statement. However, 
there are some questions that have arisen from the Senators which can 
be answered statistically, and Dr. Solterer, who is the head of our 
economics department at the university, would be glad to answer any 
questions and give a prepared statement on Senator Fulbright’s pre- 
sentation of the rate ratio. He is prepared to defend the thesis that 
it is a good Government investment to have the ratio at 2.75 over 50 
years from an economic standpoint. 

My point briefly is this. In answer to the Hoover Commission, I 
believe that if they had gone to the statistics—perhaps they did and 
did not quote them—of the Housing and Home Finance Agency, they 
would have this release of May 5, 1955, as to the number of applica- 
tions from colleges and the rejections. The total number of appli- 
cations received on that date was 424 and the total applications ap- 
proved were 171. The number that were withdrawn out of this 424 
were 8. They were rescinded or withdrawn in order to put their build- 
ing up by private investment funds or other college and State funds. 

[ think it is true to say that the fundamental position agreed on by 
educators in the United States is this: We have before us a tremendous 
problem, a problem that faces the United States and its very exist- 
ence, and that is the question of the growing population and its 
education, built as we are on democratic principles and the rights of 
freedom, which mean an educated people. Therefore, it is the duty 
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of educators to assume the responsibility to provide education in the 
future. The difficulty lies in the fact that education does not pay for 
itself. If you add on the additional burden of housing to the already 
existing difficulties of education, from the point of view of professors’ 
salaries and all the others, you are putting what seems to me an unnec- 
essary burden on the educ ational field. 

The bill as presented by Senator Fulbright, in my opinion and in 
the opinion of all the members of the association, is economically 
sound. ‘Therefore, we advocate that as a solution to the problem 
which we have. That is our fundamental position. Statistics that 
we have acquired give evidence to that truth. If there are any ques- 
tions as to the need, as to the individual bill as here presented, on the 
rate ratio, the hardships that presently exist and hardships it imposes 
on administrators of educational institutions, we will be glad to try to 
answer them. 

Senator Fu.srientr. The Senator from Illinois. 

Senator Doveias. This question will be raised sooner or later. As 
the present rate on long-term amortization is plus one quarter, and, 
of course, the rate on the short-term securities is much lower than on 
the long-term, by putting them together you get a very much lower 
interest rate. The question that 1 would like to raise is this: If you 
float new bonds under this program, you probably would have to flo: at 
them for long periods of time, would you not, rather than floating 
them on short terms? Therefore, the added cost would be the cost 
of long-term borrowings, not the cost of average borrowings, and that 
involves a subsidy. I am like the chairman. I am not afraid of a 
subsidy, but I think it should be faced. 

Father Corus. The actual operation involves two phases. I will 
briefly indicate the approaches and Dr. Solterer will give you an 
economic explanation, and that is this: that as you pay your bonds, 
the actual agreement now calls for 40 years, but it is really 38 years, 
and you have a combination. You do not pay the entire amount at 
the end of 40 years. You pay off a programed amount each year. 
So really it involves a combination of both. For a justification of the 
ratio of 2.75, Dr. Solterer has a prepared statement here from an econ- 
omist’s s point of view that I ‘think justifies that. 

Senator Dovenas. I think you make a very strong case for prolong- 
ing the period of amortization to at least 50 years because every 
college dormitory that I know of has lasted at least 50 years, no doubt 
about that. The only question is whether you should take the average 
cost of borrowing. That is the point. 

Senator Futsrient. Dr. Solterer, would you like to enlighten us on 
that point ? 

Dr. Sourerer. Senator, I address myself exclusively to the question 
whether an average rate as proposed in the amendment to the bill 
would constitute either a subsidy or a source of revenue for the 
Government in the opposite case. 

Under the original law in 1950, the interest rate to be paid by the 
colleges was fixed as of one- fourth of 1 percent above the interest 
rate in the most recently issued bonds of the Federal Government, 
having a maturity of 10 years or more. In 1953 the Administrator 
of the Housing and Home Finance Agency was given discretion in 
the matter of interest, which meant’a further increase in the rate. 
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The amendment here considered proposes to substitute the average 
cost of borrowed money—that is, of all borrowed money—to the Gov- 
ernment for either of the aforementioned charges. T be 1950 or 1953 
charge—and this is my conclusion which I will attempt to support- 
results actually in a gain to the Government from the financial opera- 
tions involved, while the average cost charge does not. Since the 
original act did not intend to produce revenue, the proposal of the 
amendment should be adopted. The validity of this statement can be 
seen in the following way: 

The 1950 or 1953 interest outlays were marginal costs; that is, costs 
whose knowledge is required for the decision whether to undertake 
a venture or not. This cost is higher than the average cost ex post 
facto. Secondly—and this is a crucial point—if it be recognized that 
in orderly financial procedure—that is, public as well as private— 
short-term borrowing has only the purpose to replace long-term bor- 
rowing for a definite period of time, we must take all governmental 
borrowing together and assert that its composition will be stable. 
This is actually the case largely for the Federal debt. In any other 

‘ase, short-term borrowing goes out of hand, the control of the venture 
Pa lost, or if only long-term borrowing were engaged in, the advantages 
of short-term borrowing would be foregone. 

Hence, I conclude that the debt structure with its stable composition 
is the financial situation which we must consider if we are considering 
any loan—that is, the costs. The two costs, therefore, ex post facto 
of any borrowing is the average rate of the borrowing of all borrow- 
ing, no matter what the currency may be. That, of course, leads then, 
as you will see at the end of this statement, to the fact that if A should 
be the amount of long-term borrowing and i, the correspondingly 
higher rate, and if B should be the amount of short-term borrowing 
and i, the corresponding lower rate, then it is clear, as you see, that 
the expression that it will always be true that the average rate charged, 
where we take a weighted average, depending on the different cur- 
rencies, will be exactly the cost that we would get if we would charge 
each one its respective interest rate. 

Senator Doveras. The Secretary of the Treasury, Mr. George M. 
Humphrey, and Mr. Burgess, his associate, have announced their 
intention to have the debt funded in terms of a much greater pro- 
portion of long-term debt and to change some of the short-term pay- 
ments to long-term obligations. Suppose they were to carry out this 
policy. W hat effect would that have? 

Dr. Sourrrer. That is their function, and, in my judgment, the 
correct. procedure is to go along that way. But in that case we are 
not concerned with the cost of their borrowing. We are concerned 
with a disposition on the part of the Secretary of the Treasury to bring 
about a certain change in the situation as such. Here we are con- 
cerned with the cost of borrowing and not with the policy. 

Senator Leaman. Supposing in the total Government borrowings 
there is included a very large amount of short-term borrowings, 
90-day borrowings or 12-month borrowings, which bear an interest 
rate, say, of 1 percent. When they are refunded into long-term bor- 
rowings, they must bear an interest rate, say, of 214 or 23/, or maybe 
as high as 31, percent, which was the case last year, Does that not 
result ina loss to the Government ? 

















HOUSING ACT OF 1955 265 






Dr. Sourerer. Senator, the situation that I attempted to demon- 
strate here is that the composition of the debt—and now we must 
look at all debts—is stable, that is, there is a continuous replacement of 
short-term by long-term, with emergence of new short-terms, but the 
proportion or composition, as I call it, of these 9 debts: assume there 
exist only 2 parts for the moment—remains stable. That is the only 
purpose of having short-term as well as long-term loans to take advan- 
tage of both. Immediately that only certain money is available for 
long periods of time, the same thing is true. So my point is, there- 
fore, that it will always be true that there is a lower rate and higher 
rate, but the lower rate and higher rate will always be together, and 
the respective amount of money which is borrowed at these two dif- 
ferent rates will remain always the same. 

Senator Dovenas. Not if Mr. Humphrey has his way, because 
what he wants to do is change the proportion. 

Dr. Sourerer. He will not succeed. 

Senator Dovetas. I hope you are right. 

Dr. Sourerer. For this reason: He will be able to increase the long- 
term rate, but he will not be prevented that that will have an effect 
on the short-term rate. You cannot separate them. ‘This is a matter 
of economic reality, which is a matter of society as such, and not some- 
thing of the will of one Government official. 

Senator Dovetas. I will go along with that. 

Senator Futsricnt. The Senator from Indiana. 

Senator Capenart. Mr. Chairman, I find in the Congressional 
Record of February 4, 1955, that Senator Byrd placed in the Record 
a letter from Mr. Cole giving a very elaborate and complete statisti- 
cal report on what had happened up to that time on this matter. 
I find it very interesting because it gives the number of loans, it 
gives the names of the colleges, and other statistics, by States. As 
much as I dislike to run up additional expense, I would like to sug- 
gest that this whole matter be made a part of this record, that it be 
reprinted in the record. It will enable any Senator to turn to the 
report and read exactly what the colleges in their States have received 
in the way of loans, the amount, and when, and so forth. 

Senator Futsrieut. That will be done. 

Senator Caremart. Mr. Cole could furnish us maybe a little more 
up-to-date information, but this is through February of this year. 
That is about as good as you can get, and I would suggest it be made 
part of the record. It begins at page 975, under the heading “College 
Housing Program,” partially through page 983, up to the end of the 
statistics. 

(The material referred to follows:) 








































































































































COLLEGE HovUsING PROGRAM 


Mr. Byrp. Mr. President, I am in receipt of a letter from Mr. Albert M. Cole, 
Administrator, Housing and Home Finance Agency, on the subject of the college 
housing program under his agency, addressed to the Joint Committee on 
Reduction of Nonessential Federal Expenditures. 

I ask unanimous consent to have printed in the body of the Record at this 
roint my remarks in a statement prepared by me, and the letter from Mr. Cole, 
with attachments to the letter. 

(There being no objection, the statement, letter, and attachments were ordered 
to be printed in the Record, as follows :) 





























62736—55 18 





266 HOUSING ACT OF 1955 


STATEMENT BY SENATOR BYRD 


Albert M. Cole, Housing and Home Finance Administrator, has advised me that 
in its Federal program for student and faculty housing HHFA has made com- 
mitments to 117 colleges and universities in 36 States for loans out of the Federal 
debt, totaling over $110,500,000, and that it has approved, pending final commit- 
ments, 14 additional loans, totaling $8,800,000. 

These colleges and universities are both State and private, and to qualify for 
the loans under the law they had to show that they were “unable to secure the 
necessary funds for such housing from other sources upon terms and conditions 
generally comparable to terms and conditions applicable to loans under this 
title” of the National Housing Act. 

Under the act, these direct loans from the Federal Government, to be financed 
cut of the Federal debt, bypassing appropriation procedure, may be for terms 
up to 40 years, putting their maturity virtually at the eve of the 21st century. 
This Federal housing program appears to be encouraging 40-year debts for both 
private and State colleges and universities to the Federal Government. 

Under the law, colleges and universities, through this Federal housing program, 
may borrow in the Federal debt up to $300 million. To date the loans on which 
final commitments have been made to colleges and universities under this 
program are shown in the tabular attachment to Mr. Cole’s letter of December 
23, 1954, to the Joint Committee on Reduction of Nonessential Federal Expendi- 
tures, 

In addition to the commitments finally made the Housing and Home Finance 
Agency has approved, pending final commitment, colleges and universities for 
the loans which are listed in the text of the attachments to Mr. Cole’s letter. 


HovusING AND HoME FINANCE AGENCY, 
Washington, D. C., December 28, 1954. 
Hon. Harry F. Byrp, 
Chairman, Joint Committee on Reduction of Nonessential Federal EBapendi- 
tures, United States Senate, Washington, D. C. 


Dear Senator Byrp: This is in further reference to your letter received here 
on November 1, 1954, requesting certain information in regard to the college 
housing program. 

Enclosed are statements or listings covering the 10 points set forth in your 
letter. 

Please note that two listings have been submitted in order to make a complete 
reply to item 8. One includes approved loans and sets forth the information 
requested in points (a) through (h). The second listing covers applications 
waich are pending or which have been disapproved, rescinded, withdrawn, or 
deferred. 

I would have no objection to the first listing being made public; in fact, each 
of these loans has already been announced by a press release at the time of its 
approval. I believe you will agree, however, that the second listing should not 
be made public as the rejection of a loan could conceivably have an adverse 
effect on the financial standing of an institution of higher learning. This is par- 
ticularly true as many loans have been rejected due to conditions of eligibility 
or need which are no reflection on the financial stability of the institutions in 
question. 

Please let me know if I can be of further assistance. 

Sincerely yours, 


Atsert M. Corr, Administrator. 


ITEM 1. TOTAL FUNDS AUTHORIZED TO DATE, INDICATING AMOUNTS AUTHORIZED FOR 
DIRECT LOANS, INSURED LOANS, GUARANTEED LOANS, GRANTS, ETC., AND APPROPRIA- 
TIONS FOR ADMINISTRATIVE EXPENSES, ETC., WITH CITATIONS TO AUTHORITY 


Title IV of the Housing Act of 1950, a copy of which is attached, authorized 
borrowings from the Treasury in the amount of $300 million. 

The Bureau of the Budget has authorized periodic releases within this. borrow- 
ing authority which now total $200 million. These releases by fiscal years have 
been in the following amounts : 
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Fiscal year: 





Amount 
Ne tae oeocesigunh uinceemmpenaieenempaeiiamitemias $40, 000, 000 
er a siiicenendi st fm dinemesapenmeennmanenmanticls 60, 000, 000 
OMT... Fee ates oe 5 Poe a oo ah a. a aeceensies naabddignssseouunngeeetoners — 50,000, 000 
PI dha ences tas meptitsenennteesanedemngtectibaehre>aibn epee alae Giieta ites ne OD aR AES TD pI AES AIOE 50, 000, 000 

Fae © Bee Se re ek a ttle te dele eidinteaitnmaeseneh Geaearertnenanmabnageatnemats 200, 000, 000 


Administrative expenses in the 1952 and 1953 fiscal years were provided from 
the consolidated appropriation for such expenses for the Office of the Adminis- 
trator. The amounts expended for this program from the consolidated appro- 
priation are as follows: 


Fiscal year: Amount 
Nai a anecdote A ca crc arin recs domes Sree in cosas vn es ve ence anise pesto $239, 250 
1853_ 


ac eth Sin celatchiotomw piss o-oo tadeceenmnown anmntsieaasian ate 317, 066 


a a a escmiimeearinesb ibaa minimal 556, 316 


No appropriations for the administration of this program were requested for 
the 1954 and 1955 fiscal years, but authority was granted for the use of program 
funds for this purpose. The amount expended in fiscal 1954 was $316,625, and 
the estimate for the current fiscal year is $375,000. 

Citations of legislative authority are as follows: 

Fiscal year 1952, Public Law 137, 82d Congress (65 Stat. 268) and Public Law 
375, 82d Congress (66 Stat. 101). 

Fiseal year 1953, Public Law 455, 82d Congress (66 Stat. 393). 

Fiscal year 1954, Public Law 176, 88d Congress (67 Stat. 298, 305). 

The cost of inspection and audit of college housing projects by agency per- 
sonnel is borne by the applicant and is paid from loan funds. 

Title IV authorizes only direct loans, and no insured loans, guaranteed loans, 
or grants can be made under the college housing program. 

As you will note from the legislation, Congress provided a differential between 
the interest cost of funds borrowed from the Treasury and the interest rate to be 
charged on college housing loans which would be sufficient for the program to 
operate without eventual cost to the Federal Government. At the present time, 
borrowings from the Treasury are at interest rates averaging 2.22845 percent, 
while the average rate on commitments to colleges and universities is 3.0775 
percent, thus providing a spread of 0.84905 percent. As disbursements increase, 
this differential will cover all costs of administration and the establishment of 
substantial reserves. 


ITEM 2. LIMITATIONS ON LOANS, GRANTS, ETC., SUCH AS PERCENTAGE OF COST, VALUE, 
ETC., IF ANY 


Title IV of the Housing Act of 1950 provides that “A loan may be made in an 
amount not exceeding the development cost of the housing, as determined by the 
Administrator * * *.” The same legislation defines development cost as “costs 
of construction of the housing and the land on which it is located, including 
necessary site improvements to permit its use for housing purposes.” 

For your information, most college housing projects have been erected on land 
already owned by the applicant and in only a few instances have the loans 
included funds to purchase land. 

The legislation also provided that not more than 10 percent of the funds shall 
be made available to educational institutions within any one State. 

In all instances the institutions have been required to defray from other than 
loan funds the cost of movable furnishings within the project. 


ITEM 3S. COMPLETE LIST OF INSTITUTIONS WHICH HAVE APPLIED FOR FUNDS 


Showing: 
(@) Name of institution; 
(b) Its location: 
(¢) Whether it is State, city, private, or other ; 
(d) Amount applied for in each application ; 
(e€) Status of each application, with reasons for any rejected; 
(f) Interest rate on each loan granted ; 
(9) Duration of each loan granted; 








208 HOUSING ACT OF 1955 


(kh) Amount of interest paid on each loan, and amount of principal repaid. 
Attached are 2 listings, 1 including all approved loans and covering points 
(a) through (h), and 1 including all loans which have been withdrawn, dis 
approved or deferred and loans which are presently under review in the regiona! 
or central offices.» The latter listing, of course, covers only points (qa) 
through (e). 

Rescinded projects, i. e., those which were canceled after approval of the loan 
agreement between both the applicant and the Government are carried on both 
lists because advances were made in some instances from which interest income 
was derived. 

The following applications have been approved for college housing loans, but 
loan agreements have not yet been executed by the applicant: 


1 Attachment 2, listing disapproved loans, omitted pursuant to paragraph 4 of covering 
letter 
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%. As disbursements increase under the program, the differential between the 


cost of funds from the Treasury and interest on loans will provide substantial 
reserves against the possibility of defaults under the program. 


ITEM %. A LIST OF ALL IRREGULARITIES, OR ILLEGALITIES, FOUND TO DATE IN 
PROGRAM, IF ANY, AND ACTIONS TAKEN IN EACH CASE 


THIS 


No irregularities or illegalities have been found to date in this program, and 
every precaution possible is taken, in the field offices and in the central office, 
at all stages of processing and construction to avoid such conditions. 


ITEM 10 A STATEMENT AS TO WHETHER THIS PROGRAM IS BEING EMPHASIZED 
rHIS TIME MORE THAN IN THE PAST, AND IF SO, THE MEANS OF PROMOTION 


AT 


This program is not conducted on a promotional basis. The passage of the 
initial legislation put the educational institutions on notice of the availability of 
funds. Applications are not solicited and application forms are furnished only 
in response to specific requests from institutions of higher learning. The in- 
ception of the program was delayed for more than a year due to the outbreak 
in Korea, and until the summer of 1953 it was severely restricted by require- 
ments that the projects have defense-connected aspects such as the training of 
ROTC students. 

The number of applications received under the program has increased each 
yeur since its inception, as shown by the following table : 


Numober of applications received 
Fiseal year: 
1952 — . = <= 95 
1953 : ee - - - -—- ~ om — 119 
1954 = - _ . ramen ‘eee a mei 125 


The increasing number of applications appears to reflect the need for housing 
resulting from increased college enrollments. These enrollments have fluctuated 
rather widely in the last 15 years. From a prewar normal of 1,365,000 in 1939, 
enrollments dropped to a wartime low of 733,000 in 1943. In 1947 the enrollment 
of 1,081,000 GI’s brought total enrollments to 2,078,000. In 1949, although the 
enrollment of GI’s had dropped to 860,000, the enrollments of nonveterans had 
rised to 1,597,000, making a postwar peak of 2,457,000 students. As GI entitle- 
ments ran out, total enrollments dropped slightly in 1950 and 1951, but have 
risen steadily through 1952, 1953, and 1954, until they have now passed the post- 
war peak. Estimates by the Office of Education indicate that this trend will 
continue, reaching 3,000,000 or more students by 1960. 

The need for housing during this period has been intensified by the deteriora- 
tion of temporary barracks which had been erected on the campuses to accom- 
modate the influx of veterans. Many of these must now be removed because 
they are fire hazards, uneconomical to maintain, and because the special permits 
under which they were erected have expired. 

The number of applications approved in each fiscal year follows: 


Number of applications approved 
Fiscal year: 
1952 
1953 
| See 7 
1955 (to 11-15-54) 
Includes 3 recissions. 


2 Includes 7 recissions. 
% Includes 4 recissions. 


Since March of 1953, the major emphasis on this program has been in the 
direction of developing the maximum degree of private participation. New 
procedures were developed to provide that before the bonds were purchased by 
the Government they must be advertised in the Bond Buyer and that bids for 
the whole or parts of issues must be accepted if the bids were at interest rates 
comparable to the Government rate. Meetings were held with representatives 
of the Investment Bankers Association in an effort to develop a wider market for 
this type of security. In the last 9 months, some $17 million in loans which 
would otherwise have been direct Federal loans have been purchased by private 
investment firms. A listing of these loans is attached. Since the inception of 
the program more than $60 million in college housing loans haye been withdrawn 
or rescinded in favor of private investment. 
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a million dollars for a building, if you could put it up at a million 
dollars, which you cannot in the present economy, at 2.75 over 50 
years and 314 at present over 40 years. Itisa significant figure. It 
comes to, I would say, 3 percent. But 3 percent of a million dollars 
when you are trying to run a school, or 3 percent of the amount that 
you have to pay of that each year, can make it in a ratio between 
$10,000 to $20,000 difference on a million dollars. And, of course, your 
operating expenses also have to be considered. 

So I would say I know for a fact that 3 percent on a million dollars, 
the differentiation a year, is $10,000 in our particular case. So the 
decision as to whether you put it up is going to hinge on where that 
$10,000 is going to come from. You cannot get it from the revenue 
of $30a month. So when you take it on an individual, it is only a dif- 
ference of $5, and these statistics as presented by Senator Fulbright 
are pretty accurate; that is to say, accurate throughout the country. 
So it makes a difference of $50 a year to a student, but over 4 years it 
is $200. So when the parent sits down to figure out, “Am I going to 
send my daughter or son to Georgetown of American University,” and 
compares the difference of $200, that is a very decisive factor. So 
there is that significant difference of $10,000 a year on the basis of a 
million dollars and the ratio of 2.75 percent over 50 years and 
over 40 years. 

Senator Leuman. I would like to see the cost of education kept 
down. Ialso would like to see the number of boys and girls who go to 
college increase, but I am asking this question really for the record, 
because I do not. think the situation is entirely clear. At least it is 
not entirely clear to me, and I do not think it is satiny clear to all 
the other members of the committee. 

Dr. Anderson when he was on the stand a few minutes ago talked 
about cost per room for a student per semester, and said it was about 
$130. Ido not know whether that would be comparable to the cost at 
Georgetown or other colleges, but what I was trying to get at is how 
that rental per room would affect the student if the interest rate was 
reduced from 314 percent to 234 percent and the time of the loan in- 
creased from 40 to 50 years. 

Father Coturns. It would roughly make $200 difference. If you 
W anton to send a son or di ughter to Soong ‘town, if you had that ratio 
of 314 you would have to pay $320 a ye That is one figure. If you 
wanted to send the same person for a year to Georgetown under the 
other ratio, it would be $281. So it is the difference between $281 and 
$319, which is about $40. 

Senator Dove ras. It reduces the cost about 13 percent. 

Father Conus. Thirteen percent. 

Senator Lenman. You said it would make a difference of approxi- 
mately $200. 

Senator Futsricut. $40 a year 

Father Cotuins. That is over 4 years or 5, depending on the course. 

Senator Lenman. It would make that difference ? 

Father Coturns. Yes. 

Senator Lenman. Just in the rental of the room ? 

Father Cottins. The rates would make that difference in the rental 
of the room. 

Senator Futsricnut. Any further questions of this witness? 


V4 
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Dr. Solterer, do you feel that the objective of the Government is to 
make money, or is it simply to furnish this financing at cost, and any- 
thing above the average cost represents profit to the Government? Is 
that correct ? 

Dr. SourereR. Yes, Senator. 

Senator Futsrieutr. Are you familiar with the statement made by 
Albert M. Cole? He said: 


On the basis of our experience so far, we believe that the smaller margin of 
one-fourth percent would be inadequate, at least during the early years of the 
program, when administrative expenses are high in relation to income. 

Mr. Sovrerer. I am familiar with that. 

Senator Fu.tsricut. What about that? 

Mr. Sovrerer. Mr. Cole considered only the point of the immediate 
cost to him or to the Government in that respect, without considering 
the advantages which would accrue to the same Government because 
of the consequences that follow from that loan. This is my chief point 
here. The costs that he is speaking of are the costs that appear to the 
Administrator at this particular point of time. What the cost to 
the Administrator is is not independent of the lending operations. Do 
I make myself clear, Senator? 

Senator Futsricur. Not entirely. 

Mr. Sourerer. Of course, the cost that appears to anyone is set by 
the immediate market situation. It is, of course, not independent 
of these acts. 

Senator Futsricut. But it is here nowhere in the aggregate costs, 
only written off the bonds, is that what you mean ? 

Mr. Sourerer. Yes, sir. 

Senator Fuisrienr. He doesn’t agree then that the real cost of the 
Government is the average cost. He is taking the cost of whatever the 
particular bond is? 

Mr. Sourerer. Of the particular bond. 

Senator Futsricur. Is that where you disagree ? 

Mr. Sourerer. Yes, sir. 

Senator Fu.sricut. Is this one-quarter of a cent he is talking about, 
is he applying that only to his administrative cost ? 

Mr. Sourerer. Yes. 

Senator Funsrigut. He is saying that one-quarter of one percent 
(loes not include any administrative cost, is that right? 

Mr. Sourerer. That is it. 

Senator Futsrieut. Anything further ? 

You had some figures there, more extensive than we developed. 
I wonder if you would reveal if they would be beneficial in certain 
effect for the information of the committee? If you have them there, 
l would like to have them even though we have not been able to 
explore all of them. 

Father Cours. Right. 

Senator Futsricnt. Do they illustrate some of these items about 
cost and effect ? 

Father Cotiiys. Yes. It is the summary presentation of the pro- 
gram of the HHFA. 

From all of the money available—it is $300 million—$165 million 
that has been taken out has been applied for. The Hoover Commis- 
sion going over probably similar statistics as these made the con- 
clusion that there is no need for it. 














Se a 





292 HOUSING ACT OF 1955 


Including applications for which reservations of funds have been made, a 
total of 93 applications for $50 million are under active review. 


Housing and Home Finance Agency advises that it expects unobli- 
gated $34 million to be committed by June 30 of this year, pointing 
out that $23 million in applications are in preparation by the State 
colleges of California ly Based on request for applications 
received by its regional offices, it expects that about 150 applications 
will be filed during the next current year. 

Now even with the 40-year maximum amortization and the current 

)» percent interest rate provided under the college housing loan 
program, it is almost impossible to work out projects which are sub- 
stantially self-liquidating from the moderate rentals which are eco- 
nomically feasible for college students today. Nearly every college 
housing loan program requires additional revenue and/or sponsor's 
contributions from other debt-free buildings, student fees, endow- 
ments, or other sources. 

Senator Doveias. Mr. Baughman, have you any estimate as to what 
the average rental has to be to carry on 314-percent interest rate and 
maximum 40-year amortization? In other words, are these tables 
of Senator Fulbright’s approxim: ately accurate ¢ 

Mr. Baveuman. Yes, sir; I believe they would be approximately 
accurate. They are based on certain assumptions which might not 
be true, 

Senator DoveLas. The 10-percent vacancy factor ¢ 

Mr. Bavenman. That was 1 point, and also a $3,000 per person 
construction cost. Those are variables. In my own institution, we 
do not have a vacancy loss; we have such a long waiting list. 

Senator Dovetas. Isn’t it probable since the need is so great you 
wouldn’t have vacancies ¢ 

Mr. Baucuman. That is a vast probability. 

A student who would be considered for a room pays his room rent 
in advance, and if he drops out during the year he does not receive a 
refund. So our vacancy is not a loss but really a 2-percent profit. 

So, if you would adjust that 10 percent, that would make some 
adjustment in your own—— 

Senator DouGas. What about the $3,000 figure per bed ? 

Mr. Bavcuman. That, of course, depends on the areas and college 
circumstances. We have just finished a college housing loan program, 
developing a most attractive and functional dormitory for that cost. 

Senator Dovgias. Do your architects check—— 

Mr. BaveguMan. Very much so. Asa matter of fact, our architects 
were responsible for some of the savings that were effected. It de- 
pends on their philosophy of construction on the campus. 

Senator Futsrienr. If the Senator will yield, I think the record 
will show that in Florida there is a considerable difference of cost. 
The record ought to show that you are speaking about the University 
of Florida; aren’t you ¢ 

Mr. Bavcuman. That is correct, sir. 

Senator Dove.as. It would be done in stucco? 

Mr. Baucuman. No, sir. It is brick, fire-resistant construction. 

Senator Funericur. Florida is the fastest growing and most 
crowded community in the United States. It might not be considered 
normal with regard to vacancies, is that not so ?¢ 

Mr. Bauguman. You are correct, sir. 
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Senator Dovetas. Well, but presumab ‘ly these grants will only be 
paid where the need is great. Therefore, when the percentage of 
vacancy would be low— 

Senator Fu.tsrieut. The only point I wish to make is, those were 
calculated as average figures and not specifically for a rather unusual 
situation that Florida faces in many respects. 

Senator Dovag.as. I see. 

Mr. Bavguman. Another development for financing housing facil- 
ities which should be mentioned is the need for married student hous- 
ing. Many of our students are now coming with their families, and 
thatisa responsibility of education because the vy are in many instances 
our graduate students who are really the future in m: ny of our fields 
of science. They are making a great contribution to our future. 

To conclude some of my general remarks, I should like to point to 
one additional fact, and it is important to our need for assistance: 

‘here is general failure on the part of governing boards, adminis- 
tration, faculty, staff, the public, and our own Government to realize 
that the anticipated flood of new students bears little resemblance 
to the GI bulge which followed World War II. Fundamental and im 
portant differences must be recognized : 

First, the increase following World War II was a bulge. The im- 
pact was immediate. Today, we may expect an ever-increasing trend 
upward from a relatively high pl: iteau. To think in terms of tem- 
porary expedients is dangerous. This is not an all-at-once need but re- 
quires additional expansion each year as demands will increase con- 
tinually. 

following World War II, many a State had a surplus in its treas- 
ury. During the war, while tax income continued to flow into the 
treasuries, opportunities for expenditure, particularly for capital im- 
provements, were limited. Many institutions were in excellent shape 
financially. Endowment income accrued while operations were at 
a decreased level. Expenditures for salaries were sharply curtailed, 
for many members of the faculties were serving in the Ar med Forces, 
in industry, or in sponsored research. 

Colleges and universities are aware that they will encounter diffi- 
culties as they attempt to put their house in order. Already over- 
crowded and harassed by budget troubles, they must find the funds 
to build new facilities and hire teachers, and all are in short supply. 
With increasing competition for the tax dollar, the outlook is not 
encouraging. Large surpluses are not available, as they were in 

i945 and 1946, to finance construction, equipment purchases, and sal- 
aries for an enlarged faculty. 

Following the war, the United States Government he Iped materially 
by making available surplus buildings of every type. Surplus prop- 
ate valued in millions was made available to furnish and equip the 

acilitie s at little or no cost to the institution. This time no comparable 
ue is available. 

Through Public Laws 16 and 346, the Government helped veterans. 
to attend schools of their own choice. The veteran was w illing to un- 
dergo hardships to begin or continue his college education. He was 
willing to live, eat, and study under almost any condition. 

The te mporaries erected 10 years ago have deteriorated to tlie point 
where further mintenance is prohibitivels expensive. Replace- 
ment is essential. Such replacements, Sasiatioiasnna cost money and 








Sl te ee Ee hs se AI . 
res : : . PRESEN) J, ~ OPENER Bo tee OO 27." PARRY eS A Ge res 
oa iikaial ~ : ui : ce ; > ; ee mae a) oe 


tn Ei: 














HOUSING ACT OF 1955 


Senator Fuisrient. So you believe that if the interest rate is 
reduced to 2.75 that the whole $500 million would be used ¢ 

Mr. Bavcuman. Without a doubt, sir. 

Senator Fursrieut. Well, thank you very much. Your whole 
statement will be put in the record. 

Thank you very much. 

(Mr. Baughman’s prepared statement follows :) 


STATEMENT OF GEORGE F. BAUGHMAN, ON BEHALF OF THE ASSOCIATION FOR HIGHER 
EpUCATION 


Mr. BAUGHMAN. Mr. Chairman and members of the committee, I am George 
Fk. Baughman, vice president for Business Affairs, University of Florida, Gaines- 
ville, Fla. I have just returned from a 6-month educational survey trip spon 
sored by the Carnegie Corp. which covered 25,000 miles and which took me to 
60 outstanding institutions in 42 States. It is a privilege to have the opportunity 
to speak in favor of S. 1744 on behalf of the Association for Higher Education, 
a department of the National Education Association of the United States. 
The Association for Higher Education is an association of individuals engaged 
fulltime in college and university work. It has approximately 17,000 members 
in over 1,500 colleges and universities. Its membership is composed of admin- 
istrative officers—presidents, deans, business managers, registrars—and of fac- 
ulty members from every academic and professional field. 

The 10th Annual National Conference on Higher Education, sponsored by 
the Association for Higher Education, meeting in Chicago, in March of this 
year, passed resolutions calling upon the Congress to enact legislation similar 
to that embodied in S. 1744. Senator Fulbright inserted in the Congressional 
Record a copy of the conference resolutions, as subsequently approved by the 
executive committee of the association, at the time of his introduction of 
S. 1744 on April 20. 

The Ninth Annual National Conference on Higher Education, 1954, had also 
passed resolutions urging the expansion of the college housing-loan program. 
In fact, the association has been actively interested in this program from its 
inception. 

Recognizing that we are approaching a national emergency in higher educa- 
tion, its financial aspects are those causing one of the greatest concerns. Many 
financial problems face us. Overcrowded and harassed by budget troubles 
as we are, we must now find funds to build new facilities and hire more teachers, 
when funds and teachers are both in short supply. President John A. Perkins 
of the University of Delaware has stated “It has been estimated that in the next 
15 years as much floorspace will have to be provided for higher education as 
was built in the 300 previous years of coMegiate history.” In the face of keen 
competition for the dollars of the taxpayer and the philanthropist, higher 
education will be hard pressed to obtain the support necessary for continued 
high quality educational opportunities. Unfortunately, this unprecedented need 
for facilities comes at a period of hard times for many of our institutions. 
Endowment income has not kept pace with educational costs (the United States 
Office of Education reports that from the year 1920 to 1950 the percentage of 
educational activities financed from endowment income dropped from 17.2 to 5.3 
percent. ) 

The purchasing power of the dollar has decreased, and student fees have not 
been increased proportionately. I was told by business officers of many schools 
that tuition fees next year will be from 8 to 35 percent higher. The partial 
disappearance of large personal fortunes, the need for increasing faculty salaries 
in order to compete for capable professional personnel, keen competition for the 
taxpayers’ dollar between public institutions and expanded State requirements— 
all contribute to the financial difficulties of higher education at the present time. 

In 1954, the economic report of the President estimated that college construe- 
tion is already $6 billion behind. The economic report of the President goes 
on to estimate that an average of about $114 billion a year will be required for 10 
years to work off the college construction backlog and to provide the additional 
facilities required for the current growth in enrollment. Many institutions, 
both public and private, did little building during the thirties and early forties 
because of the depression and World War II. With the coming of peace after 
World War II, institutions of higher learning in this country could not ac- 
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commodate physically an enrollment 75 percent greater than the prewar high. 
Many makeshift facilities were provided at that time with emergency funds 
and with Government aid. Millions of square feet of barracks, quonset huts, 
and other structures were converted into educational buildings, laboratories, 
dormitories, and apartments for married students. Since those years of crisis, 
most schools have been trying desperately to replace the temporaries, meet 
coexisting obsolescence of prewar structures and provide additional facilities for 
which there is imperative need if present enrollments are to be served adequately. 

The college enrollment for this academic year is estimated by the United 
States Office of Education to be 2,750,00G, the all-time high, surpassing even 
that of the crest of the GI bulge. And the students now in college were bor 
at a time when the birth rate was at an all-time low. Obviously a greater 
percentage of our youth are attending college than ever before. In 1900 less 
than 4 percent of youth of college age (18 through 21) attended college; at 
present about 30 percent are in attendance. 

The number of births in the United States in 1954 was almost exactly double 
the number 21 years earlier. The number of births over deaths last year resulted 
in a net population increase of more than 2% million. The death rate is now 
at its all-time low and the birth rate is at or near its all-time peak. 

The children are already born. We can plan now specifically for the added 
numbers who will come, stating the year they will arrive. On the most con- 
servative estimate, assuming that there will be no further increase in the per- 
centage of college-age youth attending, we may look forward to more than 4 
million by 1970. If the trend continues at the rate of approximately 1 percent 
a year until 1962, following the pattern established over the past 20 years, we 
shall have enrolled in our colleges and universities by 1970 approximately 514 
million students, twice the number ever enrolled at one time. 

Dependence upon financial sources, methods, and procedures of past years are 
inadequate. Fortunately, I found our institutions, our governing boards, and 
our Government, with typical American free enterprise and initiative, develop- 
ing completely new sources of financial support and applying totally new con- 
cepts of financing to long-term capital-outlay projects which will make it pos- 
sible to meet the national emergency. 

It is of utmost importance that the limited capital improvements resources 
available to our institutions of higher learning be channeled and used primarily 
for essential expansion of educational and general facilities and relieving the 
need of expanded auxiliary service, particularly residences and feeding facilities 
by means of substantial self-liquidation of bonded indebtedness. 

The financing of dormitories and residence halls has been revolutionized and 
expanded since the war. Partly responsible for this revolution has been the 
college housing loan program. Most colleges and universities faced a serious 
campus-housing problem following the termination of hostilities. A boom in 
enrollment followed a wartime halt in construction; material shortages, and 
increased building costs combined to create the problem. Congress responded 
to the urgent request of the educators and their associations by passing what is 
known as title IV of the Housing Act of 1950. This program offers long-term, 
low-interest loans. Terms range up to 40 years with interest rates, presently 
3.25 percent, ranging from 2.75 to 3.50 percent. Such loans at the lower interest 
rate make it possible for an educational institution to build substantially self- 
liquidating housing and still maintain reasonable rental charges. 

The Housing and Home Finance Agency in answer to a recent request from 
the Association for Higher Education replied that the total amount of the $200 
million released by the Bureau of the Budget for this program would all be 
obligated within the next 2 months. That statement is as follows: 

“As of April 30, 1955, the Housing and Home Finance Agency has received 
424 applications totaling $287 million. One hundred ninety-one of these appli- 
cations have been approved totaling $153 million. Twenty of those approved 
amounting to $20 million have been rescinded when private investors bid in the 
bonds. This leaves 171 current approved loans amounting to $132.6 million. As 
of the same date HHFA had given preliminary approval and reservation of funds 
to 58 applications totaling $32 million. Thus, including both approved applica- 
tions and reservations of funds, HHFA’s total commitments are $165 million 
out of the $200 million released by the Bureau of the Budget to date. 

“Including applications for which reservations of funds have been made, a 
total of 93 applications for $50 million are under active review.” 

HHFA advises that it expects the unobligated $34 million to be committed 


by June 30 of this year, pointing out that $23 million in applications are in 
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and to abandon operation of the adjacent airbase which had deteriorated be- 
yond use including the collapse of the utility system. 

Some of this loss of space was made up by a construction program which 
added seven permanent halls to the residence hall system. These halls were 
financed by State contributions, and by pledging all income from our total exist- 
ing resident hall system, as well as the new halls, we were able to float success- 
fully a revenue certificate issue. These additional units were designed to house 
1,189 students but it was still necessary to overcrowd and increase occupancy 
to 1,482. 

Industries started to come into Gainesville following the war and the city’s 
population increased considerably. The construction of private housing was 
extensive but only in rare instances were any additional units planned as room- 
inghouses for students. For the rents that students could afford to pay, and 
the high building costs, it was considered an uneconomical investment by local 
capital. More than 500 freshmen were told each September that if they wanted 
to come to the University of Florida, they would have to make their own arrange- 
ments in an already overcrowded city. The effect on these particular students 
from the standpoint of their academic achievement, their morale, and their 
development as educated citizens was, to say the least, not healthy. Those other 
students with assignments to rooms on campus, however crowded and inade- 
quate, considered themselves extremely fortunate even though many of the same 
problems prevailed, 

It is considered significant in this connection that students assigned to inade- 
quate and submarginal temporary housing on campus have consistently had 
lower composite academic averages at the end of each semester than those 
students living in permanent facilities. According to the registrar’s office, for 
the first semester 1954—55, the all student body average was 2.179%. The uni- 
versity’s grading system is to consider 4.0 and “A,” 3.0 as a “B,” and so forth. 
The average for all in university housing including the temporary dormitories 
was 2.0542. The depressive fact is that the average in our temporary dormitories 
Was 1.7679, or nearly half a point below the all-student average. This in turn 
brought our overall average of those living in dormitories to an average lower 
than for all students. The temporary dormitories were the low of every type 
of residence classification listed. It is interesting to note that students are 
assigned to dormitory areas not by any particular preference, ability, or finances, 
but primarily on a first come, first served basis; after the permanent dormitories 
are filled, assignment is then made to the temporary dormitories. 

By 1951, then, the university by use of overcrowding was housing 3,492 stu- 
dents, which equaled 38.8 percent of the total enrollment. The university was 
continuing to grow rapidly and without some new means of assisting the insti- 
tution in financing new construction a crisis was developing. Federal assistance, 
in answer to educators’ needs everywhere, through the Housing and Home 
Finance Agency by means of a 40-year revenue issue at 2.75 percent per annum, 
enabled the university to construct an additional hall for 630 students which 
was available for use in 1954. 

\ second revenue certificate program developed with the Housing and Home 
Finance Agency's permitting the construction of 10 small dormitories to house 
approximately 400 students. This raised the total percent housed to 41 percent 
of the student body. It should be noted that only through expanded occupancy 
and continued use of submarginal facilities was it possible to maintain this 
percentage. To have utilized facilities at their designed capacity would have 
meant that the university could house only 23 percent of its enrollment. 

Conservative estimates indicate that the university enrollment will be more 
than 20,000 by 1965. Assuming no reduction in the overcrowded conditions in 
the permanent halls, but recognizing the inevitable that the temporary facilities 
will deteriorate beyond use within the next 2 years, it would then be necessary 
to add 5,180 student spaces just to maintain the percent housed at the same level 
as it is at present. At the average low cost of $3,000 to $3,300 per student for 
dormitory construction, this means the University of Florida alene will need 
an additional $17 million to house our increase of students and still not increase 
our percentage of university housed students or relieve our overoccupancy. This 
figure would not make any provision for desperately needed married student 
housing. 

A new unit must be ready for occupancy by September 1957 to house better 
than 600 students, now in temporary buildings which will not be habitable by 
that date. This is a replacement need only. To meet the demands of rising en- 
rollment and to do no more than maintain the status quo, it would be necessary 
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to have a new building to house more than 500 students ready for occupancy each 
September from 1956 to 1965. 

In conclusion, America’s national interest is dependent upon the ability of our 
institutions of higher learning to produce a quality product for our country’s 
tuture scientists, engineers, doctors, statesmen, and other leaders in every field 
of scholarship endeavors. 

Our institutions are facing an almost insurmountable task to attempt to pro- 
vide an overexpanding need of faculties and facilities. There is presented a 
way in S. 1744 to help solve part of this problem. This act would enable housing 
and dining facilities to be constructed as substantially self-liquidating projects 
from reasonable student rentals—this important accomplishment can be effected 
without loss or expense to the Government. The expansion and liberalization of 
the college housing program by making amortization, where necessary, permissi- 
ble over a 50-year period, the establishment of an interest rate of approximately 
2.75 percent per annum, and the increasing of the revolving fund to $500 million 
is a realistic step, soundly proposed, and is in the best public interest. 

Thank you for the opportunity of presenting these matters which are of out- 
standing importance to American higher education for your consideration. 

Senator Futsricgutr. Mr. R. B. Stewart, vice president and treas- 
urer, Purdue University is the next witness. 

We are very happy to have you. 

Senator Carrnarr. Purdue is an excellent, possibly the best en 
neering and agricultural school in the United States. 

Do you want that to stand on the record ? 

Senator Futsrient. Well, yes. We will concede that coming from 
the Senior Senator from Indiana, we consider it proper on the record. 

Senator Carenarr. Perfectly proper to say so. 

Senator Fu.tsricut. Perfectly proper to say so. I agree it is a very 
fine institution. 

Mr. Stewart. Thank you, Senators, both of you. You are very 
generous. 

Senator Futsricutr. I am well acquainted with the president of 
your institution who was chairman of the board on foreign scholar- 
ships. He was doing a very fine job on that activity also. 

Mr. Srewarr. That is right, and we have honored three of our 
students with Fulbright scholarships this year. We are pleased at 
that. 

It just happens that we are one of the institutions that is also 
doubling and redoubling and not using Federal money to do the job. 

Senator FuLsrieut. You have a very rich State out there. You are 
very fortunate they can support you. 

Mr. Stewart. We have very good bank credit. 

Senator Carrnart. I noticed Indiana University has a $2 million 
loan—where is that chart there? 

Indiana University has a $2 million loan under this. Well, I didn’t 
read the statistics right. It was negotiated for. 

Senator Futpricur. Mr. Stewart, we want your advice on these 
matters. So will you proceed to give us the benefit of your knowledge. 
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College housing 


STATEMENT OF R. B. STEWART, VICE PRESIDENT AND TREASURER, 
PURDUE UNIVERSITY, ON BEHALF OF THE ASSOCIATION OF 
LAND-GRANT COLLEGES AND UNIVERSITIES 


Mr. Srewart. Yes. I will read into the record my name: R. B. 
Stewart, vice president and treasurer, Purdue University, Lafayette, 
Ind. I havea lot of other titles also in private and other business, but 
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Costs have increased four times since we built our first residence 
hall at Purdue University. The time during which I financed them 
has been increased from 18 years to 30 years. This means a much 
lower annual cost of amortization. Our first interest rate was 41, 
percent, and now it is just under 3 percent. So I have reduced the 
interest cost. 

When I reduce the amount needed for amortization and the amount 
needed for interest on an annual basis, I am not charging the student 
very much more. This, then, is the problem, and this is what Senator 
Fulbright’s bill does. 

I am going to testify this morning on behalf of the Land-Grant 
College Association, and I am going to direct my testimony to the 
interest rate and the spread of a half a percent at the present time 
as compared with a quarter percent as provided in your bill, and 
then after I have presented this statement, I have some personal 
observations on the matter I would like to make them without refer- 
ence to my job with the land-grant college. 

My testimony is presented on behalf of the Association of Land- 
Grant Colleges and Universities, composed of 70 colleges and univer- 
sities located in each of the States, Alaksa, Hawaii, and Puerto Rico. 
Our association has supported the college housing loan program from 
its inception, and at its most recent annual meeting in November 1954, 
urged action along the general lines provided in S. 1744. The execu 
tive committee of the association, meeting on May 5, reviewed the 
proposed changes in the present law and suggested that pending a 
more detailed study, the proposed expansion to cover other than 
housing facilities be limited to food-service facilities for students and 
faculty, which are, of course, closely related to housing. 

Others have stated the general need for this program and the 
proposed revisions. I would like to confine myself chiefly to ve 
question of whether or not the proposed spread of one-fourth of 
percent between the rate paid the Treasury by the Housing aa 
and the rate charged the colleges will be adequate to cover adminis- 
trative costs of the program. 

Administrator Albert M. Cole, in testimony on this subject, sug- 
vested that one-fourth of 1 percent would be inadequate at least during 
the early years of the program when administrative expenses are 
higher than income. He suggested that the present differential, one- 
half of 1 percent or more, makes the program not initially self-sup- 
porting but that it will eventually become so after a sufficiently large 
volume of loans are outstanding. I believe that it can be shown be- 
yond any reasonable doubt that one-fourth of 1 percent will, over a 
period of years, not only care for all costs of the program but provide 
» substantial margin above those costs. This is the real issue. 

For the current fiscal year, Mr. Chairman, the administrative costs 
for this program are $375,000, as fixed in the appropriation bill. Ac- 
cording to the statement made in budget estimates of the Housing and 
Home Finance Agency, the net margin accruing to the Government 
this year on interest charged the colleges in excess of the rate paid 
the Treasury will be $52,300 more than administrative costs. By estab- 
lishing a reserve for operating losses, however, of one-fourth of 1 
percent, which would amount to about $75,000 during the c urrent year, 
the budget estimates make it appear that there will be a loss of $25,000 
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on the program this year. You see, if you are going to assume loss 
all the time, why, of course, you can m: ake your administrative costs 

s high as you want to make your assumption. This is purely a 
bookkeeping operation. There have not been any oper ating losses 
under this program. During the depression of the 1930's there were 
140 college housing loans outstanding in the hands of private lenders. 
Only 10 of these went into default under extreme depression condi- 
tions, and on one of these was there any loss in principal. My study 
for 50 years verifies the same thing, that there has never been a loss 
of principal in any of these although there have been times when the 
loans were in default. 

As to the future, Mr. Chairman, let me point out that one-fourth of 
1 percent on $300 millions, which is the full amount of loans author- 
ized at the present time, is $750,000 a year. As I said, administrative 
expenses for the current year are $375,000, and the House has allowed 
$425,000 for fiscal 1956. On the $500 millions proposed under Sen: 2° 
bill 1744, the annual return to the Government at one-fourth of 
percent would be $1,250,000. Administrative costs may go up ie 
the $425,000 contemplated for fiscal 1956 during the period of greatest 
activity in making loans, but it is unreasonable to assume that they 
will ever in any one year reach the $750,000 available annually when 
the present authorized fund is fully on loan, or the $1,250,000 avail: tble 
if the program is expanded. After the authorized loan total is 
reached, administrative expenses should drop sharply, as loans could 
then be made only from the return of principal to the revolving fund. 
The years in which administrative costs will be low exceed in number 
by far those in which they will be high, if this program is implemented 
as rapidly as it needs to be. In short, Mr. Chairman, one-fourth of 
1 percent is fully adequate over the life of the program to cover all 
administrative expenses and return a substantial sum above them to 
the Treasury, which may be described as a profit or as a reserve for 
operating losses, according to which bookkeeping terminology you 
prefer. 

May I further point out that the present reserve for operating losses 
as established by Mr. Cole at one-fourth of 1 percent annually on out- 
standing bonds would come to $750,000 a year when the full $300 
million presently authorized is loaned, and that over the 40-year period 
for which loans are authorized it would build up to $30 million, or 
10 percent of the total loans authorized at any one time. This seems 
in excessive reserve fund for a type of security for which there was 
no record during the 1930's of any loss of principal. 

In this connection, Mr. Chairman, I should like to point out further 
that according to the budget statement of the Housing and Home 
Finance Agency on this program for fiscal 1956, 40 percent of the 
present administrative costs go to servicing loan applications which 
eventually are handled by private investors—I underscore that state- 
ment—under the present practice of maintaining an artificially high 
spread between the interest paid the Treasury and the interest charged 
the colleges, and adding on top of that one-fourth of 1 percent under 
the present compar: able-rate provisions of the law. This comparable- 
rate provision is currently interpreted to mean that if any private 
bidder bids up to one-fourth of 1 percent higher than the Goven- 
ment loan rate the college must accept the private bid or get no loan. 
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Mr. Srewarr. Might I just make one observation as an educator? 

Senator Futsrieur. Certainly. 

Mr. Srewarr. That if something of this sort in this form of stable 
encouragement to the colleges isn’t done, in a crisis you may be faced 
with making grants for this purpose. My own individual Amer- 
icanism, coming from Indiana, we believe people should help them- 
selves when they get a chance, and I think this is the means of doing it. 

Senator Carenarr. You don’t think we could do this, maybe be able 
to do more of it, if we handle it on the basis of FHA guaranteeing the 
loan 4 

Mr. Srewarr. I would like to study and discuss that perhaps with 
the staff. It seems to me that a limitation on the interest rate is 
necessary. 

Senator Carenarr. Well, I mean you think if FHA guarantees 
them, private indeed would take them at the lower interest. rate / 

Mr. Srewarr. It might. 

Senator Carrnarr. I think that is the problem. Thatis the 
question. 

Mr. Srewarr. But I point out in private financing the FHA guar 
anty hasn’t necessarily reduced the interest rate, at least not too sig- 
nificantly. It has made loans more liberal, but it hasn’t necessarily 
decreased the interest rate. 

Senator Futsricnr. That is, I think, the point. There is no way 
of making private people take these 2.75 even with the guaranty. 

Mr. Srewarr. That is right. 

Senator Futericutr. The only sanction for the 2.75 interest is that 
the Government stands ready to take it direct. It doesn’t matter 
what that interest rate is if it is not equivalent to what they could get 
in the regular market. We can’t make them take a low interest rate 
loan. 

Senator Carenart. Would they use the combination of both direct 
loans of 2.75 and our guaranty at 2.75—combination of loans? 

Mr. Srewarr. That is what I am thinking. 

Senator, both Indiana University and Purdue University under 
our authority to borrow money to provide student housing in the State 
have guaranteed some fraternity loans, and my insurance company 
has financed them on the basis of 50 years, 31/ 4, percent. We would like 
to get 314 percent, but with the universities’ guaranty, I think they 
are perfectly safe. 

Senator Futsricnt. Is that interest tax exempt? Is that under a 
State authority / 

Mr. Srewarr. It would be tax exempt. 

Senator Futsrigutr. Much more desirable than the Federal Gov- 
ernment. 

Mr. Srewarr. Well, if the fraternities borrowed directly, that 
would be taxable, but if the university borrowed, that is tax exempt. 

Senator Futsricut. But see how much more desirable that tax- 
exempt bond is from Indiana than the Federal bonds. The fact of 
the matter is, under the present, the tax is not desirable compared to 
a State bond, is ths it not night ? 

Mr. Srewarr. That is true. 

Senator Futsrient. So your interest rate there is far better? 
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Mr. Stewart. It makes a quarter percent difference for it. That 
; what it makes. 

Senator CaPpeHART. What would be wrong with writing into this 
bill that the Government make direct loans at 2.75, or are they guaran- 
teeing loans at 2.75 / 

Mr. Srewarr. I think if you did, it would spread the market pri- 
vately and we would be able to borrow privately at 2.75. 

Senator Capenart. You might even get more money, if you were 
going to give direct appropriations. 

Mr. Srewarr. That is right. 

Senator Capenart. My ‘observation is that if the ¢ ommittee author- 
ized that the appropriations 

Senator Futsrigut. Let me see if I understand you. Are you say- 
ing if the Federal Government guarantees this bond of a State insti- 
tution which would be tax exempt that then that would make it more 
desirable? Is that what you mean / 

Mr. Srewarr. I don’t think this is of such great advantage to the 
State institutions, and some of us—and here I am speaking as an 
individual, not representing the Land-Grant Colleges Association, 
because you men know that we in the educational field disagree like 
sin over what money we ought to take from the Federal Govern- 
ment. 

I don’t feel that the States—if the States really want to go ahead, 
they have the need—it has been done for so long and can be done else- 
where, can borrow money tax exempt and meet the best terms from the 
Federal Government; and we are demonstrating it in Indiana, until 
we come to a 40-year bond. The market privately has not become 
accustomed to a 40-year obligation, and when I try to sell something 
beyond 30 years, the answer from the bank is no utility goes longer 
than 30 vears, how can we go longer with you. And so it is the ler ith 
of time that we need. 

Now for the private school—and I am a trustee of a private school, 
Senator, Hanover College—we can’t issue and borrow tax-exempt 
money, you see. 

Now this kind of a bill is extremely important to a school like that, 
and yet with its history of 125-130 years, we know that is going to con- 
tinue another hundred years if we have an America. 

Now a guarantee at this rate of interest for them would probably 
do what the State does for us, you see. I think that there is an area in 
there which the staff should explore. 

Senator Capenart. Well, I was only asking about the possibility of 
vetting the money quicker and getting the job faster because I think 
you can do it on guaranties if it will work if you can get the money and 
sell the bonds as you can on direct appropriation. 

Mr. Srewarr. That is right. The only way you could would be to 
get such provision, but I wouldn’t make it a provision that you couldn’t 
get these loans direct by loan financing. 

Senator CapeHarr. If they can’t “sell them, then make the direct 
loans. If they can, make them guarantee them. 

Mr. Srewarr. That is right, but keep your interest rate not more 
than 3 percent total cost of the school. That is my judgment.as of 
today, 

Senator Futsrignr. Thank you very much. 
Senator Caprnarr. Nice to see you. 
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With respect to Senator Sparkman’s bill, we like his naming a unit 

figure. Fifty thousand is good as a start for units to be built for 
persons over 60, But we naturally feel that in selecting the figure of 
50,000 that Senator Sparkman certainly has in mind recommending 
an increase in the number of units which would be available for all 
other families in public housing for certainly 50,000 for older persons 
and 35,000 for all other American families would be a dispropor- 
tionate relationship there. 

We would like to call to the attention of the members of this 
committee a survey done in Nevada which we think might be of 
interest in connection with the two bills on housing for older persons. 
The survey is entitled “A survey to determine the housing needs of 
old age assistance recipients in Nevada,” and is dated in “December 
102. 

I would like to quote from a member of our association in Nevada 
on the problem of housing for older persons there. She comments: 

The need for adequate low-cost housing for aged persons is particularly acute 
in Reno and Las Vegas. We are concerned particularly about recipients of 
old-age assistance in Las Vegas where the going rental for a single apartment 
is at least $80 a month. This is out of reach of the average recipient in view 
of the maximum old-age payment of $65 a month. 

Senator Futspricut. Why did you happen to pick Las Vegas? Is 
that a typical community of this country / 

Miss Hapitey. No, Senator. We were not doing a comprehensive 
survey of the country, but simply taking one of our Western States 
and Las Vegas is one of the centers of that State where a member 
had written into the Washington office on the problems that they were 
meeting there. 

Senator Futsrigur. Normally, you would use a community that is 
an average community to illustrate a point. I ee why you 
took Las Vegas. I have never been to Las Vegas, but I have heard 
about it. 

Miss Hapiry. Simply because the members of our association are 
finding this a particularly severe problem there. 

Senator Futsrieut. Wouldn't you expect to find rents in Las Vegas 
very much higher than any place else in that whole area? You 
wouldn’t take Palm Beach, would you, to use as an illustration where 

poor man might live if he came on the east coast? I just wondered. 
It seemed to me ridiculous to use Las Vegas as an example for the 
need of low-income housing. Doesn’t that strike you as unusual or 
do you know Las Vegas ? 

Miss Haptey. I am not intimately acquainted. But, as I say, we 
don’t bring it to you as a representative example of the United States. 
We simply bring it to you as a problem of some of the members of 
our association who are in that State and are finding it particularly 
difficult. 

Senator Fuusrieur. Well, it has problems, but not housing prob- 
lems, I imagine. 

Miss Haptey. We would also like to urge that this committee con- 
sider including in a housing bill a recommendation for the home-base 
housing of migrant agricultural workers who have long been desper- 


ately in need of some sort of housing program and are continually 
pushed to the side. 
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In view of the reservations which we have with respect to S. 1800, 
it is the hope of the American Association of Social Workers that 
this committee will make a reexamination of the housing situation 
and propose a program which is much more likely to meet the hous- 
ing needs of this country. 

| wonder, Senator, if I may have the statement put in following 
mv remarks ¢ 

‘Senator Futsprient. Yes, indeed. 

Miss Haptey. Thank you. 

Senator Futsrieut. Thank you very much, Miss Hadley. 


(The prepared statement of Miss Hadley follows:) 


Decent housing for all American families is a phrase which has been parroted 
so many times since passage of that landmark in housing legislation, the Hous- 
ing Act of 1949, that it has lost the nobility of original expression. When we 
say it, we do not pause to think what a new world it would bring into being for 
the 30 percent of the families of the United States whose income is under $3,000 
a year. A small proportion of such families are adequately housed, but the great 
majority are not. In our largest urban areas, they live, like as not, packed into 
walk-up apartments jammed one against the other with clotheslines strung from 
window to window and the kids in the streets. I am sure every member of 
this committee has within the last few years taken the suburban Westchester 
train from Grand Central Station in New York. I cannot take that train and 
look at the housing through which one first passes on one’s way to Scarsdale 
without thinking of the shame that we do not make greater effort to help such 
citizens to live in decent housing. With the magnificent abundance of this econ- 
omy, it is not that we are incapable of producing decent housing. It is that we 
do not care enough about how some 15 millions of American families live to do 
anything about it. The wretched housing that is all too evident in city after 
city across this country—Boston, New Orleans, St. Louis, Chicago, Seattle, Los 
Angeles—is a testament to the indifference of past and present administrations 
and Congresses on how the less-advantaged members of our Nation live. 

The reason we say it is testimony to the indifference of past and present 
Administrations and Congresses is that it has long been evident, due to various 
peculiarities of the housing market, that the forces of the market of their own 
accord do not produce housing for all income groups. This is in sharp contrast 
to other sectors of the American economy which are distinctive throughout the 
world for their ability to produce for all income groups. It is one of the wonder- 
ful things about our clothing industry, for example, that it serves—and with 
great imagination—all American families. Everyone has the opportunity to be 
well dressed. But not all families have the opportunity to be well housed: 
The “products” of the housing industry are sharply skewed to upper-income 
families. It is not the function of the social work profession to spell out the 
why of the housing market peculiarities. This belongs to economists and repre- 
sentatives of the trade. The role of the social work profession is to call your 
attention to the existing situation, to remind you that millions of Americans 
are not enjoying the opportunities which a year ago the President in his housing 
message said should be theirs, and to report that we can see no evidence in 
current Federal housing programs that good housing is “a major objective of 
national policy.” 

In the light of the past year, we find it astonishing that the Administrator of 
the Housing and Home Finance Agency can term the Housing Act of 1954 “sound 
and constructive” and hold that all that is necessary to get the ball rolling are 
a few amendatory provisions of items overly restrictive. We would like to 
know what has become of the President’s noble and inspiring goals enunciated 
January 25, 1954? As social workers we are eager to see the President’s words 
translated into action; we are eager to see them be something other than decora- 
tive language. 

_ Let’s take a quick look at certain tough parts of the housing picture—hous'ng 

for low- and lower-middle-income families and housing for minority groups. In 

submitting its legislative proposals last year, the administration clearly saw. both 

these problems to be “problems.” What were its legislative proposals? Slum 

clearance and urban renewal were the programs it chose to emphasize in an effort 

to provide decent housing for ail American families. A new program of low-cost- 
62736—55——_21 
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ownership housing was introduced which was described as holding the possi- 
bility of obviating the need for public housing. Public housing, reduced to the 
skeletal role of caring for families displaced from slum-clearance projects, was 
restricted to 35,000 units, but, as if this were dangerously near to being too 
much, was surrounded by elaborate procedures in order to be sure it would not, 
in these straitened circumstances, be rashly resorted to. A voluntary mortgage 
credit plan was conceived to deal with the difficult problem of minority housing— 
ownership variety. No provisions were made with respect to minority rental 
housing. 

What has happened in the past year on housing? The tough parts, that is— 
not housing for persons whose income is $8,000 and above and whose skin is 
white. We would very much like to report to this committee that even though 
progress doesn’t come easily it has been perceptible. But we can’t. We don’t 
see low- and lower-middle-income groups more adequately housed; we don’t see 
progress with respect to minority housing. In fact, on this latter, if anything 
it seems tougher for with the trend to suburbia and with all suburbia white, 
Negroes are left the deteriorating urban cores—which when they become “re- 
newed” are all too likely to be open tu citizens of white skin. 

Statistically our impression would seem to be confirmed by the record of this 
last year: 

Slum clearance and urban renewal projects: Approved workable programs, 20. 

Public housing (1954 act): 142 units in 2 projects under loan and annual 
contribution contract. 

Rehabilitation of existing dwellings (sec. 220) : 7 applications. 

Low-cost ownership housing (sec. 221) : No applications. 

Rural and minority mortgage credit—Voluntary Home Mortgage Credit Asso 
ciation : 85 loans, 

It is good and fine to say, as the President does, that, “It is properly a concern 
of this Government to insure that opportunities are provided every American 
family to acquire a good home” and to describe good housing as “a major objec 
tive of national policy,’ but as members of the social work profession we 


are perfectly confident that if this committee sent interrogators around to the 
less well-off portions or urban and rural housing and asked the families living in 


structures without running water and without toilets if they had noticed a new 
and real concern of Government to help them get into decent housing, the reply 
would be, “You're kidding.” 

The Chicago chapter of our association reports that housing for low-income 
nonwhite citizens is scarcely keeping pace with the population increase, which 
means that no dent at all has been made on the large amount of substandard 
housing evident to all with eyes to see who have looked at Chicago’s housing and 
statistically indicated in the results of housing census of 1950. The 1950 housing 
census showed roughly one-fifth of Chicago’s housing units to be substandard. It 
showed that close to one-quarter of the nonwhite population was living in houses 
without water, that almost 30 percent of this group was living in housing with 
no toilets. The Chicago chapter comments: 

“In our opinion as social workers dealing with many of the problems arising 
from poor housing, the Government, city, and State programs offer practically 
nothing. Private housing concerns have built private dwellings which do not 
meet the need of most low-wage earners. The average wage earner cannot qual- 
ify for public housing and he lives in substandard housing as a rule. There is 
then a tendency to use public housing for those people who are practically or 
actually indigent.” 

There is no denying that when one does not have the headaches and responsi- 
bilities of a program on one’s own shoulders, it is easy to sit on the outside and 
criticize. If we felt the situation were even trending toward where it needs 
to go, we would not speak out so vigorously: But we have the impression that 
the Housing Act of 1954, even if amended as the administration asks that it be, 
is never going to translate into reality the President’s objectives. We feel an 
altogether new housing bill is called for and are looking to the chairman of this 
committee to provide the leadership that the situation so bady requires. 

Not because we are unalterably wedded to public housing but because so far 
as we have been able to perceive, public housing has to date proved the one means 
of getting decent housing to the lowest income groups, do we want to see a real 
program of public housing. We would like to see a program of 400,000 units of 
public housing a year. Minimally, we would like to see us be as bold as the late 
Senator Taft was willing to be when he joined in the sponsorship of the Housing 
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Act of 1949 and endorsed 200,000 units a year. Further, we would like to see 
real down-to-earth thinking on how decent housing can be provided minority 
groups. In saying this we cast no disparaging glances to the South, for the 
South would seem to have been wrestling with this quite as hard as northern and 
western urban centers. On a recent trip to Jackson, Miss., I was genuinely im- 
pressed with the effort that is being made in that city on this problem. 

Also as members of the social work profession, we would like more thinking 
on the problems of housing older persons. We have studied the two bills before 
your committee, Senator Magnuson’s 8. 1412 and Senator Sparkman’s 8. 1642, 
with interest. Our comments follow : 

With respect to 8. 1412, we like Senator Magnuson’s avoidance of segregating 
older persons and his proposal to make eligible for public housing the widow, 
widower, or single person whose income is not above applicable limits. We ques- 
tion, however, in present circumstances, whether more than a handful of older 
persons would get housing under Senator Magnuson’s bill if it became law, for he 
qualifies admission by specifying that, in the judgment of a duly authorized 
official, “such admission will not prevent or delay the admission of any eligible 
family to the project.” Inasmuch as public housing projects in urban centers 
the country over have long application lists, the Senator is not likely to provide 
much housing for older persons whose income would make them eligible for such 
projects. 

In S. 1642, Senator Sparkman takes waiting lists into account and calls for a 
specified number of units for the use of older persons built as part of low-rent 
housing projects. Again we commend the nonsegregated approach. We are 
pleased that the Senator does not talk about projects for older persons. The 
figure of 50,000 units specified in the bill strikes us as a reasonable beginning 
figure until we are in a position to determine with greater knowledgability the 
extent of the need. Of course, 50,000 units of low-rent housing for persons over 
60 years would obviously be disproportionate if no more than 35,000 units were 
authorized for all other persons, but we are assuming that Senator Sparkman 
in submitting 8. 1642 has in mind a companion bill to S. 1800 which would 
appreciably increase the general authorization. 

In connection with the problem of housing for older persons, we would like 
to call to the attention of the committee a report by the Nevada State Welfare 
Department, dated December 1952, entitled “A Survey To Determine the Hous- 
ing Needs of Old-Age Assistance Recipients in Nevada.” We believe the com- 
mittee would find study of it useful. Indicative of the problems being met 
in this State is the following comment from a Nevada member of our association: 

“The need for adequate low-cost housing for aged persons is particularly acute 
in Reno and Las Vegas. We are concerned particularly about recipients of 
old-age assistance in Las Vegas where the going rental for a single apartment 
is at least $80 a month. This is out of reach of the average recipient in view of 
the maximum old-age payment of $65 a month.” 

We would also like to observe that nowhere in the proposed measures have 
we seen recognition of the problem of “home-base” housing for migratory agri- 
cultural workers. This is a problem which has long been crying for attention. 

The AASW is looking to this committee to draft a housing bill which will 
adequately meet the housing needs of the American people. 


Senator Futsriegut. The next witness is Mr. H. C. Ballman, execu- 
tive secretary of the Air Pollution Control Association. 

Mr. Ballman, will you come forward, please. 

Mr. Ballman, Senator Capehart asked me to express to you his 
regrets that he had to leave. He has an appointment. 

Mr. Kueex. Senator, if I may, I am not Mr. Ballman, but I am 
here representing him. I am the first vice president of the Air Pollu- 
tion Control Association. 

Senator Futsricutr. What is your name, please ? 

Mr. Kueen. H. Kenneth Kugel. 

Senator Futsrieut. Well, we are glad to have you. 

If you would like to present Mr. Ballman’s statement—— . 

Mr, Kueen. I will present Mr. Ballman’s statement as he has it 
written. 

Senator Futsrienr. You may proceed. 
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Air pollution 


STATEMENT OF H. KENNETH KUGEL, FIRST VICE PRESIDENT, ON 
BEHALF OF H. C. BALLMAN, EXECUTIVE SECRETARY, AIR 
POLLUTION CONTROL ASSOCIATION 


Mr. Kvueer. Mr. Ballman is executive secretary of the Air Pollu- 
tion Control Association. His testimony here presented before the 
United States Senate Committee on Banking and Currency : 

I, Harry C. Ballman, executive secretary “of the Air Pollution Con 
trol Association ; whose membership inc ludes indiv iduals representing 
educational institutions, research institutes and agencies, industrial 
establishments, manufacturers of air-pollution-control equipment, 
civic organizations and citizen groups, and governmental agencies in- 
cluding | control officials, representatives of State and county govern- 
ments, and members of Federal agencies such as the Bureau of Mines, 
Public Health Service, and so forth; set forth the following statements 
at the request of and with the authority of this assocation. The associa- 
tion has been in existence since 1907, having operated successively un- 
der the names of the International Smoke Prevention Association, the 
Smoke Prevention Association of America, the Air Pollution and 
Smoke Prevention Association of America and finally the Air Pol- 
lution Control Association. It is the only association, to my best 
knowledge, devoted to the purpose of furthering the knowledge and 
practice of air-pollution control, operating in this country today. 
This association represents the broadest cross section of know-how 
available in the present day art of air-pollution control. It is a non- 
profit organization. May I further point out the broad base or scope 
of the membership of this association mentioned above, which includes 
authorities in all the fields of science having to do with air pollu- 
tion control, necessitates an objectives viewpoint which is not allowed 
to tilt in favor of any one group or interest. The sole objective of this 
presentation is to obtain workable, realistic, reasonable approaches to 
accomplish an established ultimate in air-pollution control. 

With the above premise in mind and with the authority of the asso- 
ciation I represent, may I present the following: 

I. Section 1001 through sections 1002—the sections which author- 
ize research for air pollution and its control are presently covered in 
S. 928 which is presently before the Senate Committee on Public 
Works, and hearings are under the jurisdiction of a subcommittee 
chaired by Senator ‘Robert S. Kerr. The moneys, as I understand it, 
will be requested by the proper authorities after the appropriation 
authorization is enacted. Therefore, since the part of this bill dupli- 
cates the one of the several purposes of S. 928, I believe it should be 
considered for deletion to avoid np ag 

II. Page 8, lines 11-13 (sec. 1003, par. G) provides distribution of 
loan funds over the 48 States without consideration for the popula- 
tion concentrations or the pattern of industrial concentrations in this 
country. May I suggest the allocations of loan funds to areas or 
States on a basis of recognition of concentration of air-pollution prob- 
lems which are not ev enly divided over the 48 States. 

III. Money for corrective equipment for Government-owned or 
leased plants should be extended and procedures set up to facilitate 
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ipproval of expenditures of such money based upon requests of local 
smoke and air pollution control officials. 
Finally, the purpose of the bill is good, but the suggested changes, 


additions and deletions are offered for your consideration and, with 


them, we would approve the bill. 
Senator Fu.srignt. Thank you,very much, Mr. Kugel. 
The committee is in recess until 10 o’clock tomorrow morning. 
(Whereupon, at 12:35 p. m., the subcommittee recessed until 10 
a. m., the following day, Tuesday, May 17, 1955.) 
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TUESDAY, MAY 17, 1955 


Untrep States SENATE 
COMMITTEE ON BANKING AND CURRENCY 
SvuBcOMMITTEE ON Hovustne, 
Washington, D.C. 

The subcommittee met, pursuant to recess, in room 301, Senate 
Office Building, at 10:15 a. m., Senator John J. Sparkman (chairman 
of the subcommittee) presiding. 

Present : Senators Sparkman, Lehman, Capehart, and Payne. 

Also present : Senator Kuchel. 

Senator SparKMAN. The committee will come to order. 

Senator Kuchel was supposed to be our first witness, but he is not 
here. I think we better move on and take the next witness, who is the 
representative of the National Association of Real Estate Boards, Mr. 
Henry G. Waltemade, president of the association. We have your 
prepared statement, which will be accepted in toto. You may pro- 
ceed as you wish. 


STATEMENT OF HENRY G. WALTEMADE, PRESIDENT, NATIONAL 
ASSOCIATION OF REAL ESTATE BOARDS, ACCOMPANIED BY JOHN 
C. WILLIAMSON, SECRETARY-COUNSEL, REALTOR’S WASHING- 
TON COMMITTEE 


Mr. Wauremape. Mr. Chairman and members of the committee, 1 
am Henry G, Waltemade, president of the National Association of 
Real Estate Boards. I am president of Henry Waltemade, Inc., New 
York City, a trustee of the Dollar Savings Bank of the City of New 
York, the fifth largest savings bank in the country, a director of the 
Manhattan Life Insurance Co., also a member of the real estate mort- 
gage committees of both institutions, and a member of the real estate 
and mortgage advisory committee of the Manufacturers’ Trust Co. of 
New York. I have been actively engaged in all phases of the real- 
estate industry for more than thirty years. 

The National Association of Real Estate Boards consists of more 
than 54,000 realtors in 1,191 local real-estate boards throughout the 
48 States, District of Columbia, Hawaii, Puerto Rico, and Alaska. 

Mr. Chairman, we are most appreciative of this opportunity to 
present the views of our association with respect to housing legisla- 
tion now before you. Most of the subjects covered in the bill have 
been considered from time to time by the conventions of our associa- 
tion, and the views to be expressed and amendments proposed herein 
have been under study for several years. 

_ My testimony will proceed in the order in which the subjects appear 
in the bill before you, S. 1800. 
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Home repair and modernization 


FEDERAL HOUSING ADMINISTRATION—-REHABILITATION AND 
MODERNIZATION OF HOMES 


The bill proposes a 5-year extension of the FHA title I program, so 
essential to conservation of our neighborhoods and the improvement 
and maintenance of our inventory of existing housing. We urge the 
favorable consideration of this amendment by the committee. Last 
year we shared with the Congress and the public the concern over evi- 
dence of widespread abuses in the title I program. However, adminis- 
trative regulations issued by FHA in the fall of 1953, coupled with 
the changes in the law approved by the Congress last year, have suc- 
ceeded, we believe, in preventing abuses in this valuable program and 
have restored it to its rightful place as an effective weapon in the na- 
tionwide attack against the spread of blight and decay. 

We do recommend that the committee give favorable consideration 
to the recommendations of the President’s Advisory Committee on 
Housing, with respect to strengthening the title I program by increas 
ing the maximum amount of such loans from $2,500 to $3,000 and the 
term from 3 years to 5 years. Also, with respect to repair and modern- 
ization of multifamily structures we recommend a maximum of 
$10,000 per structure or $1,500 per unit, whichever is greater, and a 
maximum of 10 years instead of the 7 years as provided in the present 
law. We believe that such changes would encourage the improvement 
of much of our housing inventory and would assist in restoring many 
neighborhoods to sound, healthy condition. Federal loans and | grants 
at best can deal effectively with only a fraction of the Nation’s total 
slum and blight problem. It is equally as important to prevent the 
decay of housing as it - to remove slums. Only through a many- 
pronged effort will the Nation successfully meet the challenge ex- 
pressed so dramatically by the President’s Advisory Committee that 
at the 1953 rate of slum clearance and demolition the job of eliminat- 
ing slums will take over 200 years. 

We urge the extension and expansion of the title I program as one 
of the major weapons in the nationwide effort to improve family living 
conditions in our neighborhoods and our cities. 


Multifamily housing mortgage limitation 


MAXIMUM MORTGAGE AMOUNTS FOR MULTIFAMILY PROGRAMS 


We endorse the provisions of the bill increasing the maximum mort- 
gage amounts for the FHA multifamily programs from $5 million 
to $12.5 million and the limitation on the latter to the aggregate 
amount of any commitment or commitments issued and outstanding 
under the particular section at any time with respect to a project or 
projects in the same housing market area and involving the same 
mortgagor. 

We also endorse the increase in the maximum mortgage amount 
under section 220 (rehabilitation) for private mortgagors from the 
present $5 million to the $50 million limitation which is applicable 
now only to publicly supervised mortgagors. The basis for this change 
is that the control exercised by FHA over private mortgagors makes 
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unnecessary the difference in mortgage amounts as between private 
and public mortgagors. 

Before leaving the section 220 program, we want to express our 
confidence in the ultimate success of this program which, as the com- 
mittee knows, is designed to make mortgage insurance available for 
rehabilitation of existing properties and new construction in older 
areas undergoing urban renewal treatment, federally assisted, under 
the Housing Act of 1954. The program did not get off to a quick 
start, and this is understandable realizing that the philosophy under- 
lying the program is one of greater acceptance by local governments 
of their responsibility for housing-code enforcement. Many com- 
munities have had to appeal to their legislatures for authority to pro- 
mulgate the proper housing codes; others have dragged their feet, not 
sure of just how taut the purse strings were on the Federal grants 
for urban renewal. However, we want to express one word of caution 
over increasing the maximum mortgage amount on section 220 loans 
to850 million. We trust that this will not be construed as congressional 
sanction of the mass demolition approach to urban renewal. Such 
blockbuster methods unduly emphasize new construction as the prin- 
cipal or major objective of the section 220 program. Instead, we hope 
the Congress will underscore the primary role of the section 220 pro- 
eram as the rehabilitation of existing properties within a defined 
urban renewal area. We have urged the FHA to show a greater 
appreciation of the tremendous potentiality of this section in accom- 
plishing the objectives of urban renewal through rehabilitation, rather 
than to concentrate on demolition and new construction as its pri- 
mary objective. Conservation and rehabilitation are the basic objec- 
tives of the Build America Better program of our national associa- 
tion, which is meeting with success In many parts of the country. 


Mortgage insurance authorization 


FHA AUTHORIZATION 


We endorse the recommendation in the bill that the maximum au- 
thorization for the FHA mortgage insurance system be increased by an 
additional $4 billion for the fiscal year beginning July 1, 1955, In 
connection with this recommendation our association desires to ex- 
press its confidence in the existing fundamental structure of the Fed- 
eral Housing Administration. We so express ourselves realizing that 
the Congress, the President, and the public have been bombarded dur- 
ing the past several months with various proposals designed to change 
radically this mortgage insurance system which has made so tremen- 
dous a contribution to the principle of home ownership, the home build- 
ing industry, and the national economy. 

In our opinion, the FHA mortgage insurance system as presently 
constituted is a sound one that has resulted in vast benefit to the 
American people without subsidy or expense to the taxpaying public. 

Senator Capenart. Will you yield just one moment? You say “We 
so express ourselves realizing that the Congress, the President, and 
the public have been bombarded during the past several months with 
various proposals designed to change radically this mortgage-insur- 
ance system which has made so tremendous a contribution to the prin- 
ciple of home ownership, the home-building industry, and the na- 
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tional economy.” What are they? I am not aware of a single one. 
Will you relate some of these pressures ? 

Mr. Watremape. Well, I think one was the report of the Hoover 
Commission. The other was in the House and Home magazine, which 
2 months ago had a rather lengthy discussion of a meeting that was 
held with some members of the industry. As a matter of fact, in their 
article of the roundtable discussion and their findings, they even had 
me as president of the National Real Estate Board concurring, at 
which time I had to counter and come back with another statement, 
since I was never present at any of those meetings. 

Senator CaprHart. What were they adv ocating ? 

Mr. Wiiu1amson. I just want to make one statement, Senator. It 
is our understanding that this roundtable represented the views or 
purported views of a majority of the members of the President’s Ad- 
visory Committee on Housing, and they made certain recommenda- 
tions which involved radical changes in the structure of FHA. For 
example, one would have stopped the FHA from insuring individual 
loans and would have either provided for a reinsurance of the port- 
folio with the Treasury or provided for insuring only the risk portion 
of the loan. Other suggestions involved a recapitalization of FHA, 
where mortgagees or mortgagors were to participate in the capitaliza- 
tion. The recommendations were so substantial that we were fearful 
that the Government agencies themselves might decide to recommend 
certain changes just for the sake of change. 

We have confidence in the present basic structure of FHA, and the 
results of your investigation certainly were not directed at the struc- 
ture of FHA as much as they were the administration of certain pro- 
visions of the act. 

Senator Capenartr. You say “during the past several months,” and 
I am not conscious of being bombarded by anything with respect to 
that. 

Senator SPARKMAN. We were sent a tear sheet from House and Home 
in which that discussion appeared, but I do not think I would describe 
that as a bombardment, because we get all kinds of literature such as 
that. Then later you say the statement was disavowed, and I think 
we may have had letters from you. 

Mr. Wauremapr. We have sent you letters. 

Senator Sparkman. We have had letters from several people, say- 
ing they did not agree with those findings. 

The Hoover Commission has recommended virtually the abolition 
of the FHA insurance program, has it not ¢ 

Mr. Witx1amson. The recommendations were very obscure. They 
wanted to change FHA so that FHA would not have to go to the 
Congress as often to get its money, and of course we do not know 
when they refer to money whether that refers to operating expenses 
or authorization or what it means. But that was another example of 
pressure being directed at the Congress to make some basic change 
in FHA. 

Senator SparKMAN. I agree with you that it was obscure, but as I 
gathered it the financing was to be obtained through the sale of bonds, 
underwritten by the Government. They were not drawing money out 
of the Treasury. 
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Mr. Wiu1amson. It was never clear just what the Hoover Commis- 
sion meant when it said FHA should not have to keep coming back to 
Congress for its money. ’ ue 

Senator Sparkman. Of course, FHA only gets authorization from 
Congress. tt 

Mr. Wuturamson. That is right. i 

Senator SparKMAN. And even as to its administrative expense it 
only gets the authorization to use certain portions of the funds. Is 
that not right? 1 Ms artis 

Mr. Wuu1amson. That is right. We do not know what the Hoover 
Commission had in mind. caeael 

Senator SparKMAN. So it is a little hard to determine just what the 
Commission had in mind when it talked about FHA coming back to 
Congress to get its money. 

Mr. Wiu1aMson. But it was indicative of much talk on the subject 
of FHA, and that something was wrong with the basic structure of 
FHA. Perhaps the word “bombarded” is a little too strong. 

Mr. Watremape. We would be glad to withdraw the word “bom- 
bardment.” 

Senator SparKMAN. Go ahead. Before we get away from this, I 
think it might be well to read into the record this recommendation of 
the Hoover Commission. It is found in recommendation No. 8. I 
believe the recommendations have already been placed in the record, 

rms. 2 
and the agency has been asked to comment on them. This is the one 
that I think you have in mind. 

We believe that it is desirable that the Federal Housing Administration be 
reorganized so as to provide its own financing, as indicated above. Some of the 


more substantial of our governmental financing institutions secure funds for their 
lending operations through the issuance of debentures sold to the public. 


Here is their recommendation: 


Recommendation No. 8: That the Federal Housing Administration be reor- 
ganized in such a manner that it will provide its own financing without having 
to call on the Government for funds, subject, however, to Federal regulation. 
The home loan bank and the Federal Savings and Loan Insurance Corporation 
are examples which might be followed. 

My immediate impression is that the people who wrote that recom- 
mendation just did not understand how FHA operates. Can you get 
anything else out of it ? 

Mr. Witu1amson. That is why we thought it was rather uncertain 
and not clear at all, but we wanted to prevent any implication that 
might have been made by the Commission that the present financing 
is wrong and should be changed. 

Senator Sparkman. In other words, you think it operates pretty 
well as it is, and you do not want it tinkered with ? 

Mr. Witur1amson. That is correct, sir. 

Military housing 

Mr. Watremape. Section 9 of the bill provides for the termina- 
tion of the Wherry military housing program on June 30 except for 
commitments to insure issued on or before that date. We believe that 
this recommendation is unfortunate. Despite some recent reports of 
abuses in this program, we have yet to note any facts unearthed by a 
congressional invesigating committee in substantiation of such that 
could not be cured by proper administrative measures. The Wherry 





324 HOUSING ACT OF 1955 


program has had an antimortgaging out provision written into the 
statute since its inception. The program has provided 78,800 com- 
pleted units of family housing, with an additional 19,180 in various 
stages of processing, for the ‘armed services at average rentals less 
than the average quarters allowances received by the servicemen- 
occupants. We recognize that Wherry housing is limited to perma- 
nent installations and that it m: iy have other limitations. However, 
to the extent that it has been used to date the Congress has assisted 
in providing housing for more than 78,000 service families and has 
been spared the direct appropriation of approximately $1 billion since 
1949 in doing so. 

On March 2, 1954, Mr. John M. Ferry, special assistant for installa- 
tions to the Secretary of the Air Force, testifying before the House 
Banking and Currency Committee on behalf of the Department of 
Defense, urged an extension of the Wherry Act for another year. 
Upon direct questioning as to whether the provisions of title VIII 
were satisfactory, he replied: “Yes, sir. We are very, very pleased 
with it.” 

Later, upon being questioned by Congressman Deane and Spence, 
the Defense Department witness reemphasized this satisfaction with 
the Wherry program and the Department’s desire for its extension. 
Hlowever, 2 months later, before the House Armed Services Com- 
mittee considering authorization for direct public construction of 
family quarters, Assistant Secretary of Defense for Properties and 
Installations, Franklin G. Floete, proved most articulate on the sub- 
ject of the disadvantages or limitations of Wherry housing. 

In February of this year, before the Air Force Subcommittee of 
the House Appropriations Committee, Under Secretary of the Air 
Force Douglas made his position very clear with this statement : 

Our position is perfectly clear. We like Wherry housing. It is one way to 
get acceptable housing. 

It is significant that the Air Force is by far the major utilizer of the 
Wherry program and well qualified to speak on the subject. 

We urge the committee to assert its jurisdiction over the subject of 
family housing for the military by extending the Wherry program 
= an additional year. Surely the action is justified on the basis of 

Under Secretary Douglas’ statement before the House Appropriations 
Committee. 

Senator Carenartr. You know there has been no Wherry projects 
started since last August ? 

Mr. Wauremape. Yes, sir. 

Senator Carenarr. Why do you recommend the continuation of 
something that is not working? 

Mr. Wavremapr. We also know that since the investigation of sec- 
tion 608 there have been very few applications and very few section 
207s started also. 

Senator Carrenart. Is it not the fact that they have not started 
because we wrote into the law that they had to certify as to their cost, 
and no housing has started since that time? 

Mr. Witt1amson. I am not so sure of that, because the section 207 
program, while it has slowed down, is certainly far from a dead pro- 
gram. I think that after Under Secretary Franklin Floete testified 
before the House Armed Services Committee it was very clear that as 
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far as the Department of Defense was concerned they wanted to have 
very little Wherry, and they made it very clear that they were going 
to seek the end of the Wherry program. 

Senator Carenart. Is it a fact or is it not that there has been no 
Wherry project started since last August / 

Mr. Wiriiamson. That is correct. 

Senator Carenart. Why? 

Mr. Witiiamson. Well, perhaps atmosphere had a lot to do with 
it. I do not know. I think maybe the builders— 

Senator CarenaArt. Are you going to comment later on with respect 
to the military housing bill that I introduced along with 29 other 
Senators ‘ 

Mr. Witu1amMson. We can make a comment on that now, 

Senator Carenart. Is it a part of your statement / 

Mr. Wiutu1amson. No; it is not a part of the statement. 

Senator Caprnarr. Are you going to comment later on in your 
statement with respect to college housing ¢ 

Mr. WitxiiamMson. No, sir. 

Senator Capenart. Are you going to comment with respect to the 
amending of the farm housing section ? 

Mr. Witui1amson. No, sir. Our testimony is directed at S. 1800, but 
we are prepared to make some comment on S. 1501 because we have 
studied the bill. We did not feel it was necessary to make it a part 
of this statement, although we welcome the opportunity to comment. 

Senator Carenart. Were you not instructed that the hearing was 
to be on all these bills, or don’t you have any interest in the milits Lr’) 
housing and college housing ? 

Mr. Wiitu1amson. We have a definite interest. We just have no 
position on the college housing program. We felt that there was so 
much in this S. 1800 that we wanted to direct at least the major portion 
of our effort toward that bill, but we have studied S. 1501 and antici- 
pated talking about S. 1501 at this hearing. 

Senator SparKMAN. I think while we are on Wherry housing, you 
might comment on S. 1501, 

Mr. WinuiamMson. Our principal objection to S. 1501 is that it is 
the employment of the FHA as almost a rubber-stamp insuring agency. 

Senator Carenarr. Suppose we take FHA completely out of it and 
make the military their own insuring agency. Then are you opposed 
to it? 

Mr. Witiiamson. We certainly have no objection to the Depart- 
ment of Defense, for example, constructing its own housing in those 
areas where it is not feasible for private enterprise. There are many 
areas where a permanent construction is not feasible and where 
Wherry housing is not feasible. We think that the Department of 
Defense has the ultimate responsibility to house its people, but the 
Congress for the past several years has been seeking some means of 
employing private enterprise and private capital for the construction 
of family housing. I personally do not believe that the Department 
of Defense ever liked Wherr y housing, because I think the Department 
of Defense would like to have, own, and operate its own housing. And 
I think that they havea right to such a preference. But we do believe 
that in some areas private housing, housing financed by private capital, 
is feasible for the military, and. to the extent that that would spare 
the Congress from direct appropriations of untold millions of dollars, 
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we believe the Congress should make every effort to devise some for- 
mula for the employment of private enterprise. 

Senator Carenart. The only difference between that and the direct 
appropriation route is that the Government finances through insured 
mortgages rather than direct appropriations, What is your objec- 
tion to that? 

Mr. Wixiiamson. The objection is to the fact that FHA insures a 
mortgage without the right to use its discretion. 

Senator Carenart. I said we will take the FHA completely out of 
it and make the military their own insuring agency. What is wrong 
with that ? 

Mr. Witti1amson. We see no objection to that particular element, 
and it may be that some formula can be devised. We just do not think 
that FHA should be brought into the picture where it would have no 
discretion in its underwriting. As to the other features, on the bid 
basis it is our understanding that the mortgage would be the bid that 
was accepted, and I think in testimony recently a question arose—I 
believe it came from Senator Lehman—as to what would happen if 
the lowest bid was $2 million and the costs were $1,500,000, and 
whether that would amount to a windfall. And I understood the 
reply involved renegotiation. 

Senator Carrnart. In the first place, it would not be a windfall, 
because we would expect that every fellow that bid on these houses 
would make a profit in constructing them. 

Mr. Wiiuramson. That is right. 

Senator CareHart. It only, became a windfall when he not only 
made a profit in constructing them but he continued to own them, as 
he did under Wherry and under section 608. 

Mr. Witxtamson. I remember the statement made that the contracts 
would be renegotiated, I do not think that you would ever get anybody 
other than a below average builder to enter the program if you had a 
bid and then you had a renegotiation afterward. 

Senator Capenart. T he contract to build for the Government 
should not be subject to renegotiation, and yet the fellow that is given 
a contract to build tanks or electronics or airplanes must be subject to 
renegotiations? Are you taking that position? If the Government 
awards a contract to a man to build a warehouse or to build a camp 
or to build a bridge or to build anything, why should he be less subject 
to renegotiation than a man who is given a contract to build tanks or 
electronics or radios or airplanes ? 

Mr. Witx1amson. I would like to answer that in terms of the ulti- 
mate success of any program which the Congress approved, and in 
our opinion we just do not think a program like that would work. 

Senator Caprnart. Why? 

Mr. Wituramson. We are not the builders, but we just do not think 
you are going to get the builders who could do the job to enter a 
program of that nature. 

Senator Caprnart. You want to make the statement that the build- 
ers are immune from renegotiation simply because they are building 
houses or building a warehouse or building a camp, ast yet a builder 
of tanks and airplanes ought to be subject to the Renegotiation Act? 
What kind of fellows are you? What sort of meat does this builder 

eat that you think it entitles him to special preference ? 
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Mr. Wru1amson. But if you ask a builder to submit a bid on a 
housing project and he makes a bid, and then through his ingenuity 
and through certain cost-saving techniques—maybe he is a multi- 
operation builder and he gets materials a little less—if he were faced 
with the ultimate objective of renegotiation that would deprive him 
of the profit that he has made through cost saving techniques. 

Senator Caprnart. My dear sir, that is exactly what happens 
under the Renegotiation Act. It applies to everybody. You give a 
man a contract to make tanks. He agrees to make a tank, let us say, for 
$100,000, and if through his ingenuity and so forth he can build it 
for $75,000, he is subject to the Renegotiation Act. I am amazed that 
you take the position that a contractor building houses or warehouses 
or building bridges or building roads or building anything else for 
the Government is different and he will not do business the same as 
the tank manufacturer, the same as the automobile manufacturer and 
the radio manufacturer and electronics manufacturer and shoe manu- 
facturer. The reason you are not getting Wherry housing, I am told, 
is because we wrote into the bill that when they were all finished they 
had to certify their costs, and if the cost was less than the amount 
agreed on when they got the insurance for the mortgage, they were to 
apply it on the mortgage. I understand—if I am wrong, I want to 
be corrected—that the contractors, these Wherry builders, have re- 
fused to start any projects since that time. 

Give me one good reason why the man who goes out here and builds 
a warehouse for the Government should not be subject to the Re- 
negotiation Act the same as the fellow that bids and is the low bidder 
and is awarded the contract to build anything else. 

Mr. Wautemape. I do not think we object to the fact that he should 
be subject to renegotiation the same as the builder of tanks. We just 
think as a practical aspect the good, busy builder is just not going to 
submit a bid of that type when he can get other building and does not 
have to worry about renegotiation. We agree with you it should be 
subject to renegotiation, but the practical aspect is that you are not 
going to get the top builder to do that and be subject to renegotiation. 
That is the practical approach to it. 

Senator Carenart. He is just not going to do it? 

Mr. Wattemape. He is not going to do it, because if he through 
his force and ingenuity can do that, he can do it on some private job. 

Senator Capenart. Suppose the tank manufacturer takes the same 
position ? 

Mr. Warremapr. Nobody builds tanks except for the United States 
Government. 

Senator Caprnart. It takes $100,000 to build a tank and his legiti- 
mate profit is 10 percent—that is about what they allow them on 
renegotiation—anywhere from 10 to 15 percent. If he can make 
savings through ingenuity and make 20 to 25 percent, he argues like- 
wise that he ought to be able to keep the money. 

Mr. Warremape. Except the tank manufacturer knows that Sen- 
ator Capehart is not going to buy any tanks. The United States 
Government is the only tank buyer. 

Senator Carenarr. My dear sir, you know the Renegotiation Act 
applies to everything. : 

Mr. Watremape. I am just saying tanks or any—— 
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Senator Carenart. Let’s talk about clothing. You amaze me, gen- 
tlemen, when you tell me that the contractors that you represent, the 
builders in the United States, are setting themselves up here now as 
a separate class of businessmen. That all other businessmen should 
be subject to the Renegotiation Act but your boys will not play if they 
are. Do you really mean it? Do you want the record to stand on 
that ? 

Mr. Waxremape. We do not say they should not be subject to it, 
but the practical approach is you will not get the top-flight builder 
to do it. 

Mr. Wituiamson. If the builder has a choice to build with or with- 
out, he is going to build without it, and you will not get the big 
builders to enter that program. 

Senator Carenarr. I do not mind telling you that the Federal 
Government is guaranteeing your mortgages, guaranteeing your build- 
ing, and yet you sit there and tell me that you ought to be set out 
completely away from all other businessmen. That you will not 
play, that you are going to pick up your marbles and will not help 
the United States Government if you are subject to renegotiation the 
same as other people. That does not sit well with me. I do not mind 
ene you the Federal Government has been oe ie good to the 
building industry in America. I do not know any other industry in 
America today where the Government guarantees the mortgages or 
guarantees the financing. They do not do it in automobiles. The »y do 
not do it in radios or television. They do not do it on anything else. 

Mr. Warremapre. They guarantee the bank deposits. 

Senator Carenart. T hey guarantee the deposits, but they certainly 
do not guarantee the credits of the manufacturers of the United States. 
Yet you tell me that these fellows will not play if they are subject to 
renegotiation, 

Senator Lenman. I understand, Mr. Chairman, that is just an ex- 
pression of opinion of these two gentlemen. 

Senator SpaRKMAN. I was wondering myself if we are not spending 
too much time on this particular point, which is just an expression of 
opinion. 

Senator CaprrHart. They represent the real estate boards of 
America. They started out here and told who they represent. 

Mr. Watremapr. All we are expressing is what we think would 
happen. 

Senator Capenart. Your personal opinion ? 

Mr. Wauremape. Yes; it is our personal opinion of what would 
happen if you had such a provision as part of any housing construc- 
tion, such as in 8. 1501 or Wherry housing. 

Senator Lenman. May I raise this question. Even granted that the 
builders would be willing to subject themselves to renegotiation, as I 
understand the Capehart bill the bonds would be issued for the full 
amount of the bid. In other words, if the bid was $2 million and 
actual cost was only $1.500,000, regardless of the renegotiation, re- 
gardless of the fact that the Government possibly would take the posi- 
tion that all the bidder could receive would be a reasonable profit on 
his undertaking, the full amount of the bonds would still be outstand- 
ing, because they are issued in the amount of $2 million. But you 
could not, as I understand it, reduce that bond issue from $2 million. 
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Senator Capenart. It would not be a bond. It is a mortgage. 

Senator Lenman. I should say “mortgage.” 

Senator Carenart. The builder is entitled to make a profit. What 
happens 1S th: at the Air Force woul | ask for bids on 500 units from a 
hundred contractors, and one of them would be low and would be 
responsible man. They would award the contract to him for, let us 
sav, $10 million. You would expect him to make a profit. In manu- 
facturing for the armed services they permit anywhere from 10 to 15 
percent, possibly 8 to 15 percent, under the Renegotiation Act. Now. 
he would be expected to make a profit. We would want him to makea 
profit, but we would not want him to make a terrific profit, an un- 
conscionable profit. The reason for the Renegotiation Act is to keep 
people from making unconscionable profits. 

My point is that if the Defense Establishment awards contracts to 
buile ee to build roads, to build houses, to build warehouses, to build 
camps, that they ought to be just as much subject to renegotiation as 
the manufacturer of automobiles, shoes. tanks, or anything else. These 
ventlemen tell me that they possibly agree that they ought to do it but 
the builders will not build under those circumstances. | say to you 
that I do not like that attitude, and frankly 1 do not believe it is true. 

Senator SparKMAN. I wonder if I can break in here to suggest that 
we have got a rather full morning and the Senate is going to meet at 
noon, 

Senator Carenart. I agree, Mr. Chairman, but I know of nothing 
more imports int than getting housing for the military. 

Senator SparkMAN. We have had a great deal in the record about 
that already. ‘ 

Senator Carenart. I know nothing more important than that, and 
I think it is a very imporant aspect of these hearings. I do not know 
why we should rush these hearings particularly. 

Senator SparKMAN. It is not a case of rushing them. It is a case 
of completing our schedule. 

Senator Carprnart. These gentlemen are here representing the real 
estate boards. How many do you represent ? 

Mr. Watremape. Fifty-four thousand members. 

Senator Carenart. They are interested in this subject, I am sure. 

Senator SpaRKMAN. It would seem that theirs is an expression of 
opinion. They are not concerned with this from a real estate stand- 
point, because the housing would be on grounds that are publicly 
owned. There would be no sale that they would be interested in. They 
have expressed an opinion as to what the reactions would be among 
the home builders. It seems to me if we want to follow it up we should 
do it with the home builders rather than with the real estate. 

Mr. Witiiamson. We are as anxious as the Congress to devise some 
formula that will get family housing for the militar y.- We would like 
to see a provision go into the law that would accomplish the results, 
and we are just fearful that some things could be written into a mili- 
tary f: oe bill that will not get the housing. 

Senator Carenarr. Do you think if we say that they are subject to 
renegotiation that you would be able to get the housing under S. 1501? 

Mr. Witt1amson. I do not know. 


Senator SparKMAN. Should not that be answered by the home 
builders ? 
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Mr. Watremape. They are going to build them. 
Senator SparKMAN. Go ahead, Mr. Waltemade. 


Cooperative housing 


Mr. Watremapr. The section 213 cooperative housing program of 
the FHA was created more than 5 years ago. Under it 292 cooperative 
projects have been completed involving 32,666 units. In August 1954, 
294 cases were in various stages of processing and therefore subject 
to the amendments to the cooperative program contained in the Hous- 
ing Act of 1954. Of these 294 cases, 147 have since been withdrawn, 
expired, or rejected; 117 remain in the active State and commitments 
have been issued on only 27. These latter 27 are of the “sales” type of 
cooperative and therefore not affected by the change from replace- 
ment cost to estimated value as a basis for valuation. Also, only three 
applications have been received since August 2, 1954. 

We believe that the 147 withdrawals and rejections and the sharp 
drop in applications are attributable to the amendment which the 
Congress approved last year changing the valuation approach to co- 
operatives from replacement cost to estimated value. This change 
was proposed prior to the congressional disclosures over section 608, 
and we were never quite able to understand the basis for the HHF A’s 
recommendation on this point. We repeat our opposition to this 
change and urge the committee to restore replacement cost as the basis 
for appraisal of cooperatives. Estimated value as a basis for ap- 
praisal involves the capitalization of income as a principal criterion. 
An attempt to capitalize income of a cooperative neutralizes the effect 
of the peculiar amenities which make the cooperative less expensive 
to the participant, and increases his minimum cash outlay. 

A ppraised value 

Before leaving the subject of FHA, we respectfully invite the com- 
mittee’s attention to FHA section 226, added by the Housing Act of 
1954. This section requires that the seller or builder of a house, on 
which the FHA is requested to insure a mortgage, deliver to the pur- 
chaser a written statement setting forth the appraised value prior to 
sale or prior to the execution of a binding sales contract. On the sur- 
face the requirement appears to be a reasonable one. However, the 
section has resulted in serious obstacles to the sale of housing. Should 
the purchaser desire FHA financing, the seller is forced to take the 
home off the market and will not know until receipt of the report of 
the FHA staff appraiser, some 3 to 5 weeks later, whether he has a 
binding sales contract. Then when the purchaser receives the ap- 
praisal he has the option of withdrawing from the contract if the 
appraisal is less than a previously stipulated amount which is sup- 
posed to represent the seller’s reasonable estimate of what the ap- 
praisal will be. Also, this stipulated amount, to prevent its being too 
low, is required to be large enough to support the amount of the 
mortgage requested in the application for insurance. This tortuous 
formula for administering section 226 is the FHA’s answer to the 
tremendous administrative difficulties resulting from its original and 
more literal application of the statutory requirement. 

Section 226 not only works a hardship on the seller but often forces 
the purchaser to make a larger down payment. For example, sup- 
pose an existing house has a market price of $12,000. If it 1s subse- 
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quently appraised by the FHA at $12,000 the purchaser would be en- 
titled to an insured mortgage of $10,350 (90 percent of the first $9,000 
of appraised value plus 75 percent of the excess). However, the seller 
in order to make sure of obtaining a binding sales contract will esti- 
mate a low figure to avoid the chances of the FHA appraisal a month 
or more later being less than the estimate and thereby risking nulli- 
fication of the contract. Consequently, in the example the seller re- 
tains the $12,000 sales price but estimates the appraisal to be $10,000 
or $11,000. This then necessitates a lowering of the mortgage insur- 
ance requested in the application to $8,850 or $9,600, respectively. The 
seller has no other choice. (In the case of an existing house he is 
more than likely selling in order to purchase a larger home. He can- 
not afford to enter into a sales contract which may not prove binding 
on the purchaser a month or two later.) When the appraisal is re- 
turned with a higher FHA appraisal of $12,000 the purchaser is still 
bound to the lower mortgage insurance and a resultant higher down 
payment. Section 226 therefore operates to defeat the more liberal 
terms of the Housing Act of 1954. 

The question is frequently asked as to why the sales price is higher 
than the FHA appraised value. One of the reasons is that the FHA 
mortgage insurance system was never intended to fix sales price. The 
I HA appraisal is based on long-term economic value for mortgage in- 
surance purposes, and is not a device for influencing market price. 
The FHA would be the first to agree that its approach to value often 
results in a figure lower than the price. The veterans home loan 
guaranty program, on the other hand, requires that the veteran pay no 
more than the VA estimate of reasonable value of the house. ‘This is 
an appraisal that purposely reflects market price. That is why in 
many areas of the country the VA appraisal is higher than the FHA 
appraisal. 

Section 226 has the effect of making the FHA appraisal influence 
the sales price, although the FHA disclaims any attempt to fix a price 
ceiling. This conflict can only be resolved by repealing section 226 of 
the National Housing Act. 

Slum clearance and urban renewal 


In regard to the proposed amendment authorizing an additional 
$500 million in grants to local communities for slum clearance and 
urban renewal, we reemphasize the position we took last year that 
local communities must accept positive responsibility for enforcement 
of housing codes and ordinances to prevent the further spread of 
blight and decay. The workable program which Congress put into 
the Housing Act of 1954 as a prerequisite to financial assistance is no 
better than its enforcement. We urge the Congress to emphasize 
this requirement as a further guide to the Federal agencies concerned 
that the workable program requirement is one of action and not merely 
one of promise. 

We recommend an amendment to the urban renewal provisions of 
the act (appendix A) which would authorize the Housing and Home 
Finance Administrator to insure neighborhood conservation benefit 
assessment bonds of local communities issued to finance public im- 


provements and other urban renewal costs in certified urban renewal 
areas, 
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Under this plan a delineated urban renewal area would also be a 
benefit assessment district. Urban renewal costs would be assessed 
(under State-enacted enabling legislation) against owners of property 
in the area being benefited, with each property owner being give 10) 
years in which to pay his assessment. The city would launch the 
program by issuing neighborhood conservation benefit cn oponne 
bonds, secured by assessment liens, but not by the general faith and 
credit of the city. 

Federal insurance as proposed herein, which would include the 
levying of an appropriate premium, would enhance the marketability 
of the bonds and, we hope, speed the day when this method of finane- 
ing could be substituted for the present one of outright grants of 
Federal funds or at least permit substantial reduction of such grants. 

This amendment follows closely the principle of S. 1524, intro- 
duced by Senator Long and 24 cosponsors, now under consideration 
by this committee, which authorizes the Housing and Home Finance 
Administrator to purchase the obligations of municipalities for spe- 
cific public projects. 

The committee is aware of the build America better program of the 
National Association of Real Estate Boards. This program functions 
through our more than 1,100 local real-estate boards and National and 
State officers of the build America better council of the association. 
Recently our association conducted a survey to determine the number 
of cities actively engaged in home rehabilitation, code enforcement. 
and demolition of slums, as community functions. The committee may 
be interested in a tabulation of the data received from 209 real-estate 
boards showing 238 cities actively engaged in build America better 


activities. This is attached as appendix B. Also, attached as appen- 
dix C is a more detailed summary of what 10 large cities are doing in 
neighborhood conservation and urban renewal. They are offered in 
partial rebuttal to the statements made before this subcommittee on 
May 9 in disparagement of the urban renewal program emphasized 
in the Housing Act of 1954. 


P ublic housing 


Section 13 of the bill would continue the expansion of the public 
housing program beyond its present termination date of June 30, 1955, 
to June 30, 1958, and authorize the signing of subsidy contracts for 
70,000 units in addition to the anticipated unused authorizations of 
15,000 to 20,000 for the current fiscal year. In addition, section 13 
would remove five of the limitations which Congress placed on public 
housing in the Housing Act of 1954. 

We are in agreement with the objective sought by this committee— 
the provision of adequate housing for families of very low income who 
must be relocated from many of the slums of our large cities. How- 
ever, we sincerely believe that public housing is the —_—s approach 
and that it involves a concept which is alien to our traditions. To 
care for the needy, the destitute. and those who because of circum- 
stances beyond their control are unsheltered or forced to live in slums 
is in the American tradition. But to assist only the higher income 
portion of these by making them the dependents of the Federal Govern- 
ment through supplanting private enterprise and making private ini- 
tiative unnecessary is fundamentally wrong and self-defeating. 
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The pending public housing expansion of approximately 85,000 
units is hailed as a tapering off of the program. It is said by some 
that the program is a small one and that those like ourselves, and many 
Members of the Congress who favor an expansion of private home 
ownership and who have therefore always opposed public housing on 
principle ought not to become unduly exercised. However, we are 
convinced that any number of public housing units requested by the 
administration would never satisfy the almost insatiable thirst of pro- 
ponents of public housing who are so ideologically involved in this 
subject that their goal bear no relation to need. 

For example, when President Truman in 1952 requested 75,000 
public housing units a year, no opposition was heard from the now 
articulate supporters of Government ownership of family shelter as 
to the insufficiency of this number. However, in 1954, when this ad- 
ministration requested 3 35,000 units per vear, representatives of the 
National Association of Finusing and Redevelopme nt officials came be- 
fore this committee requesting 5 million units; the CLO requested 
200,000 units per year for a period of 10 years: the American Federa- 
tion of Labor requested 200,000 units for a period of 3 years; and the 
Americans for Democratic Action requested public housing for low- 
income families on a much larger scale than heretofore. 

Then the Conference on Economic Progress, whose spokesman is 
Leon H. Keyserling, former President ‘Truman’s chief economic 
adviser, decided arly this year that 200,000 units a year, or the 
350,000 it recommended in July 1954, was too modest. The confer- 
ence’s 1955 blueprint for national prosperity calls for 300,800 to 
500,000 public-housing units for 10 years, or 5 million more families 
to be added to the present 455,000 who are subsidized tenants of the 
Federal Government. Mr. Keyserling, however, makes no pretensions 
that the public housing is designed wholly to assist the poor. In his 
article, Twenty Percent Ratio for Public Housing, he visualizes a pub- 
lie-housing program of decreasing Federal subsidy because of the 
wider range of higher income groups who would be brought within its 
reach. 

Mr. Keyserling’s 500,000 per year unit need was picked up by the 
National ‘Housing Conference as the new estimate of current and 
future need, according to Mr. Wallace Campbell’s testimony before 
this committee on May 13. This progressive “numbers game” is ample 
justification for our sometimes use of the phrase “political housing” 
as being synonymous with public housing. 

So you see we are not here to oppose a so-called small public housing 
program. Our opposition must necessarily be based on more funda- 
mental grounds, 

Why is the National Association of Real Estate Boards opposed to 
the further extension of public housing? We will try to answer this 
as briefly as possible, yet with ample data and argument to support 
* position. 

Is it politically and morally wrong to require the taxpaying pub- 
lie ma subsidize the shelter of a privileged few? The Department of 
Commerce reveals more than 14 million families in the same income 
levels as the approximately 400,000 occupying public housing, with a 
median income of $2,000 per year. The F ederal income-tax liability 
alone of this group is in excess of $2 billion per year, appendix D, a 
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burden aggravated by more and more 40-year commitments for annual 
subsidies which come into being every time a new annual contributions 
contract for public housing is executed. 

Public housing holds out the false hope to more than 14 million 
families earning less than $4,000 per year that they too are entitled to 
have a portion of their shelter costs subsidized by the Federal Govern- 
ment. Unless the Congress is ready to appropriate annual subsidies 
over a 40-year period multiplied many times greater than the $87 mil- 
lion required for the coming fiscal year, then expansion of the program 
as provided in this bill is nothing more than the perpetuation of a 
costly special privilege. 

2. Public housing is unnecessary because of the high volume of home 
construction since the close of World War II and the continuing 
marked reduction in the number of low-income persons since 1946. 
Since January 1946, through April 1955, there have been 9,539,700 
private nonfarm housing starts, in addition to hundreds of thousands 
of dwelling units which have been rehabilitated and modernized. For 
the last 4 years new housing starts have exceded estimated net house- 
hold formations. 

This has served to raise the housing standards of all our people. In 
addition, significant changes have occurred in income distribution. 
further alleviating the circumstances in which many of our people 
found themselves in the 1930’s when public housing was first con- 
ceived as a make-work welfare program. The argument for public 
housing then was social rather than political, the result of low and 
poorly distributed income aggravated by an average of almost 10 
million unemployed, and a desire on the part of the administration to 
put people to work quickly. 

Now we have moved into a period in which, as a result of either the 
labor market itself or of unemployment and old-age insurance mecha- 
nisms set up by both Government and industry, family income is rising 
in both current and constant dollars despite very minor fluctuations. 
The argument that public housing is needed because a great number of 
our population are ill housed as a result of poor income has no validity. 

Appendix E of this statement reveals the extent of the shift in the 
distribution of incomes. Note that in 1936, when this program was 
first conceived, 82 percent of the families and unattached individuals 
had incomes of less than $4,000 and nearly half of this group, 49 per- 
cent, had incomes of under $2,000 in 1950 dollars. The decline in the 
percentage of low-income groups in the 1936-50 period and the simul- 
taneous increase in percentage of higher income groups in another 
argument against the continuation of this 1937 public housing pro- 
gram. 

Appendix F represents a further elaboration of this point, based 
on Federal Reserve data, revealing a further 7.3 percent decrease in 
the number of families having incomes below $4,000 during the years 
1949-1953 and a 10.9-percent increase in families with incomes over 
$4,000. 

Appendix G reveals that there has been a reduction of 5 million from 
1950 to 1953 in the number of families and individuals with incomes, 
after taxes, of less than $4,000. This shift in income distribution, 
which was accompanied by a shift from unemployment to largely frac- 


tional unemployment, has enabled nearly every family with a member 


able and willing to work to have a chance to earn a living. Of course, 
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families without wage earners, families dependent on pensions and 
welfare payments, and those who are sick or inc apacitated are still 
in a special position, but public housing does not take care of more 
than a token number of this latter group. 

Appendix H underscores the fallacy of approving 40-year subsidy 
contracts for public housing. Here we endeavor to project the number 
of households in the after-taxes income group to 1960 and 1965, assum- 
ing rises in productivity of only 2 percent per year per man-hour. 
This assumption is lower than the 21% percent factor suggested by the 
Joint Committee on the Economic Report in its recent report to the 
Senate (S. R. 60). 

The four tables in appendix H have sharp implications on the 
alleged need for public housing. A reduction of about 6 million in 
the last 5 years in the number of households with incomes of less than 
$4,000 means a decline of over a million a year in this group. As the 
incomes of these households move from under $4,000 to over $4,000, 
these families are able to buy or rent homes of from $10,000 to $15,000, 
and they move out of homes worth up to $10,000 or they improve these 
homes. 

I wish to emphasize that tremendous progress is being made in 
repair and renovation in the supply of existing homes. The deficit of 
maintenance which came about during the depression and war years 
is steadily being wiped out. Clear evidence of this we see all about is 
in our home communities. The statistics give further support to un- 
derscore what we know is going on as homes are restored and brought 
up to date. The Census estimates suggest that at least $8 billion a year 
is now being spent on owner -occupied homes for improvement and 
modernization. The Census Bureau has also advised us that over a 
million homes which were without plumbing in 1940 but were still in 
use in 1950 did have plumbing in 1950. Rising income is causing indi- 
viduals who own their homes to improve them or to sell and buy better 
homes. 

[ just have a little report here taken out of the 20th Century Fund 
Resources of the Future, and it says in 1940 and 1950 the total dwell- 
ing units increased by 23 percent. Private flush toilets increased by 
17 percent, private baths 51 percent, and running water 45 percent. 

As a million and a half households a year become able to support 
homes costing over $10,000, vacancies rise in homes costing less than 
$10,000 and these become available for families with incomes of less 
than $4,000. The upgrading of housing is under way continuously 
as the upgrading of automobiles is under way. Housing standards are 
rising rapidly, and this rise is made possible by increased incomes, 
advances in design and equipment, and efficient home building. This 
upgrading will provide a half million or more vacant units each year 
which will be available for low-income families at low prices. Such 
families can move into these existing homes until their incomes and 
their family size cause them to want to move to still better homes. 
Change in family size and income are now providing an adequate 
supply of homes for those in the low-income groups. This is a phe- 
nomenon which did not exist in the 1930’s and which provides a nearly 
complete answer to those who say that public housing is necessary 
because private housing does not meet the demand. 

The above argument. is derided by proponents of public housing 
as the trickle- down theory, but in so ‘doing they fall into the error of 
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contending that private enterprise must provide new houses for every 
one. No other industry has been the object of so much reproach as 
the homebuilding industry for not producing a new product for all 
in the lowest income groups. We do not believe the homebuilding 
industry needs defense from such an andictment which won’t stand 
up under even casual analysis. However, we prefer not to rebut the 
allegation in general terms. We contend that private industry in 
many parts of the country is constructing new housing for families 
of low income although the greater supply must necessarily come 
from lower-priced existing houses. Here are just a few examples. 

In Newark, N..J., builder Albert Reniero has developed a 1,600-unit 
tract financed by FHA insurance mortgage with sales price of $7,000, 
8550 down, and $42 per month including all charges. 

In Wilmington, Del., builder Don Loftus has built a 476-unit project 
for Negro occupancy with prices ranging from $5,650 to $8,250. These 
are FH A-financed, 30-year terms, and monthly payments range from 
$37 to $52 which include all charges. 

In Houston Tex., the building firm of Southwest American Houses 
has built 500 two-, three- and four-bedroom homes in price ranges 
from $6,000 to $6,650. Monthly payments of $45 cover everything. 
In the same city, Jacinto Oaks Co. has just completed a 60-unit project 
of two- and three-bedrooms for $6,000 and under. Monthly payments 
are just under $50. This is the city where the ae Felipe Courts 
public-housing project—denounced by Judge Roy F. Campbell of the 
80th District Court of Texas as not being a fit place to rear a child 
see appendix I—had 185 vacant apartments as of early this month, 
which is the customary number of vacancies for this project. 

We have that documented, as you see. 

In Denver, Colo., builders B. W. Fellers, Frank Pryor, Fred Me- 
Intosh, Cy Gamble, and Max Tichy have built more than 500 units 
this year, all single detached dwellings in price ranges from $6,000 
to $7,250, with 5 percent down, FHA-insured and conventional 
nancing. 

Because time does not permit me to read the list available to us, we 
are attaching as appendix J a list of 82 builders in 64 communities in 
26 States who during the past 3 years have built low-cost housing with 
monthly shelter costs varying from $34 to $68. These represent a very 
brief sampling of what private industry is doing in this field. They 
should at least cast some doubt on the repeated dogmatic assertions 
by many proponents of public housing that private enterprise does 
not build for low-income people. 

Public housing assumes a false premise that people in substand- 
and housing cannot afford to pay an economic rent. An example of 
the fallacy of this argument is contained in an official account of the 
recent approval of a capital grant for Schenectady, N. Y., of 
$945,540 to help that city clear a downtown slum area and redevelop 
it for commercial purposes. The press release proceeds to state that 
of the 351 dwelling units to be torn down in the area, 256 are sub- 
standard. Of the 207 families most of them apparently living in 
substandard units only 35 are considered eligible for public housing. 

The “remainder can be accommodated in private rental and sales 
housing.” This means that 221 families in Schenectady, N. Y., lived 
in substandard housing as a matter of personal preference as to how 
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they desired to allocate their incomes. Yet the proponents of public 
housing insist on equating occupancy of substandard housing with 
poverty of its occupants. 

Senator SPARKMAN. Mr. Waltemade, I would like to make the sug- 
gestion that in fairness to the others who are here I wonder if we could 
not insert the balance of your statement in the record. 

I will say to you that I have read it over myself, read it ahead of 
you, and you have got it well outlined, got it well documented. 

I would like to refer to one thing. "Y ou stated that Mr. Wallace 
Campbell recommended 500,000 units a year. As a matter of fact | 
read from Wallace Campbell’s testimony : 

The Cooperative League would strongly urge that the Congress restore the 
authorization enacted in the Housing Act of 1949. The Wagner-Ellender-Taft 
bill as adopted, you will remember, authorized 135,000 units of public housing 
per year. This goal was suspended because of the shortage of materials dur- 
ing the Korean war. Now that the emergency is over, and in light of the need 
which is still unsatisfied, it would be altogether fitting to restore those goals 
which are 100,000 units per year greater than the request now being made by 
the President. 

Mr. Wririamson. In Mr. Campbell’s prepared statement / 

Senator SpAaRKMAN. Yes, this is his prepared statement. 

Mr. Witiiamson. He quotes the National Housing Conference. 

Senator SpARKMAN. Yes. He says the National Housing Confer- 
ence estimated the need, but that is not his recommendation. 

Mr. Wriuiamson. No, but in this statement we said that Mr. Wal 
lace Campbell quoted the National Housing Conference. 

Senator Sparkman. I thought you said he recommended 500,000. 

Mr. Wiitu1amson. No. We said in his statement he said that the 
National Housing Conference estimated. 

Senator SpaRKMAN. I wanted to be certain that the record is cor- 
rect. 

Mr. Witi1amson. No, we used him as a source of the National 
Housing Conference’s estimate. 

Senator SpaRKMAN. Yes, he did state that. 

Mr. Wirru1aMson. That is right. 

Mr. Wauremape. Senator, we are going to comply with your re- 
quest, although we had hoped to point out some of the items which 
we think are real issues in the public-housing program and certainly 
should be studied by this committee. 

I should just like to refer to appendix M. 

Senator Leuman. Mr. Chairman, I am perfectly willing in the 
interest of saving time to have this whole statement on public housing 
placed in the 1 ecord, and I can assure these gentlemen that I will study 
it very carefully, and I am sure that the entire committee will study 
it very carefully. If we are going to continue this discussion, I am 
going to take a lot of time in asking questions which I am trying to 
avoid in the interest of saving time. 

Senator SpaRKMAN. Well, of course, the Senate meets at 12 o’clock, 
and for the committee to sit this afternoon we would have to get unani- 
mous consent. I understand there is to be an important vote and, 
therefore, unanimous consent will not be forthcoming, and I am sim- 
ply trying to make it possible for all of those who were invited. to tes- 
tify this morning to have a chance. 

I will say this, that we have gone over this almost every year for a 
good many years. The arguments are pretty much the same. 
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Mr. Watremape. We have got some new ones this year, too, Sen- 
ator. 

Senator Sparkman. I think you have some new examples, some new 
exhibits. 

Mr. Wituramson. I don’t think the argument has ever been ad- 
vanced that the local housing authorities are systematically excluding 
needy people from their projects. We have documented that. 

Senator SparKMAN. Oh, yes. I can remember back in 1950, 1951, 
that was the principal argument, that it did not reach down to the 
neediest group. As a matter of fact, effort was made repeatedly to 
write an amendment into the law to require only the neediest people 
tobetaken. We have had that over and over. 

Mr. Wituiamson. Well, we wanted to point that out right now in 
many housing authorities, and we wanted to mention examples where 
they are not using the contract t subsidy but, in other words, they are 
getting a record for economy, not using as much money as is specified 
in their annual contributions contract, but they are doing that at the 
expense of excluding needy people. 

For example, in Asheville, N. C., they have right now 87 families 
who can only pay $21 a month and then it is so many families in the 
higher-income group. Now they have unused—— 

Senator SparKMANn. Is your complaint against their being subsi- 
dized by the Federal Government or not using a Federal subsidy d 

Mr. Wituiamson. Our argument is if public housing doesn’t ac- 
complish 

Senator Sparkman. An operation like that doesn’t use the Federal 
subsidy if it has not called on the Federal Government for its contract. 
Yet I understand your compl: uint to be that it was subsidized. 

Mr. Wiixi1amson. The thing is that if the public housing author- 
ities are not going to use the subsidy, that is an indication that the 
people that are living in them are paying an economic rent. 

There is one public housing project in Seattle, Wash., that has a 

net profit; and in Portland, Oreg., the Portland housing authority 
isn’t using a subsidy. But you will notice in 1 of the appendixes 
they have here that they have 38 doctors living in their projects, 6 
more than the number of laborers. They are trying to get a record 
for economy, but they are not accomplishing the social-welfare pur- 
pose for which Congress intended them, and I don’t believe that they 
ever intended to accommodate the lowest income groups. 

Mr. Wauremape. To carry that theory further, they might just as 
well take over all housing and return to the Federal Government bil- 
lions of dollars of profit on housing instead of the private enterprise 
operating. 

Senator SparkMAN. Of course, the Federal Government doesn’t own 
those housing projects. They are owned by States and municipalities. 
I think that is one of the great misunderstandings of public housing. 
The complaint is always directed against the Federal Government, and 
they are spoken of as the Federal Government owned projects. The 
Federal Government does not own them and they are not Federal 
bonds; they are bonds issued by the respective cities. 

Mr. Wui1AMson. But the Federal taxpayers for 40 years have to 
pay the subsidies and they are actually tax exempt Federal Govern- 
ment guaranteed bonds, even though they are allegedly local bonds. 
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Senator SPARKMAN. They are guaranteed to the extent that the Fed- 
eral Government contracts with the cities to help them out in the 
event they have to be helped in the rents. In other words, the Federal 
Government subsidizes the rent. 

Mr. Wauremape. It is true the Federal Government doesn’t own 
them, but the city wouldn’t own them if the Federal Government 
doesn’t subsidize them. 

Senator LeuMan. Well, the State subsidizes them very, very sub- 
stantially; not exclusively. 

Senator SPARKMAN. It is a cooperative movement among the city, 
State, and Federal Government. 

Senator Lenman. My observation is that it has worked out very 
well. 

Senator SparKMAN. I wish we could devote a long time to this dis- 
cussion, but I just think in fairness to these others, we have spent now 
an hour and 20 minutes—well, an hour on this, less the time that 
Senator Kuchel was on the stand. We have 40 minutes in which to 
hear 4 others. We will put your whole statement, with the appendixes, 
in the record at the end of your remarks. 

Mr. Watremape. Mr. Chairman, I would like to submit this three- 
sheet document dated May 16, 1955, in connection with the Asheville, 

©. Housing Authority, in addition into the record. 

Senator SPARKMAN. Yes, we will be very glad to have it. Give it to 
the reporter, would you, to come in under the other exhibits as an 
additional exhibit. 

Mr. WaAutreMaAbeE. Yes. 

Senator SPARKMAN. I am sorry. I wish we had the time, but I be- 
lieve you appreciate what we are up against, 

Mr. Watremape. Senator Sparkman and members of the commit- 
tee, on behalf of the association we appreciate the opportunity of ap- 
pearing before you here. We certainly would, of course, welcome the 
opportunity to discuss what we believe is one of the things that affects 
so vitally our American way of life and that is public housing. How- 
ever, we recognize that time is of the essence and that you gentlemen 
are very busy ‘and that others must be heard, too. 

Again we appreciate this opportunity and all the courtesy always 
extended to our association. 

Senator SpARKMAN. We are certainly glad to have you, and the 
whole matter will go into the record, and you can be assured it will 
receive our careful consideration. 

Senator Capenart. It is a very good statement. 

Senator SparxMan. It is an excellent job, I will say that. 

Mr. Wauremapbe. Mr. Chairman, if you would care to, we would be 
happy to rewrite the bill for you and introduce it for you. 

Senator SparKMAN. Do what? 

Mr. Wavremapre. We would be very happy to rewrite the bill and 
introduce it. 

Senator SparKMAN. We have the suggested amendments, and we 
will be glad to have amendments from you at any time. 

Mr. Wavtremape. Thank you. 

(The Public Housing submitted replies to some of the statements 
contained in Mr. Waltemade’s remarks and prepared statement. 
They will be found beginning on p. 345.) 
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(The prepared statement and appendix of Mr. Waltemade follow : 


STATEMENT OF HENRY G. WALTEMADE, PRESIDENT, NATIONAL ASSOCIATION OI 
REAL EstaTE Boarps 





Mr. Chairman and members of the committee, I am Henry G. Waltemade, pres- 
ident of the National Association of Real Estate Boards. I am president of 

Henry Waltemade, Inc., New York City, a trustee of the Dollar Savings Bank of 

the City of New York, the fifth largest savings bank in the country, a director of x 
the Manhattan Life Insurance Co., also a member of the real estate mortgage 
committees of both institutions, and a member of the real estate and mortgage 
advisory committee of the Manufacturers’ Trust Co. of New York. I have been 
actively engaged in all phases of the real estate industry for more than 30 years. 

The National Association of Real Estate Boards consists of more than 54,000 
realtors in 1,191 local real estate boards throughout the 48 States, District of 
Columbia, Hawaii, Puerto Rico, and Alaska. 

We are most appreciative of this opportunity to present the views of our 
association with respect to housing legislation now before you. Most of the sul 
jects covered in the bill have been considered from time to time by the national 
conventions of our association, and the views to be expressed and amendments 
proposed herein have been under study for several years. 

My testimony will proceed in the order in which the subjects appear in 
bill, S. 1800. 





















Home repair and modernization 


FEDERAL HOUSING ADMINISTRATION—REHABILITATION AND MODERNIZATION OF HOMES 













The bill proposes a 5-year extension of the FHA Title I program, so essential 
to conservation of our neighborhoods and the improvement and maintenance of 
our inventory of existing housing. We urge the favorable consideration of this 
amendment by the committee. Last year we shared with the Congress and the 
public the concern over evidence of widespread abuses in the title I program 
However, administrative regulations issued by FHA in the fall of 1953, coupled 
with the changes in the law approved by the Congress last year. have succeeded. 
we believe, in preventing abuses in this valuable program and have restored it 
to its rightful place as an effective weapon in the nationwide attack against the 
spread of blight and decay. 

We do recommend that the committee give favorable consideration to the 
recommendations of the President’s Advisory Committee on Housing’ with 
respect to strengthening the title I program by increasing the maximum amount 
of such loans from $2,500 to $3,000 and the term from 3 years to 5 years. Also, 
with respect to repair and modernization of multifamily structures we recom- 
mend a maximum of $10,000 per structure or $1,500 per unit, whichever is great- 
er, and a maximum of 10 years instead of the 7 years as provided in the present 
law. We believe that such changes would encourage the improvement of much 
of our housing inventory and would assist in restoring many neighborhoods to 
sound, healthy condition. Federal loans and grants at best can deal effectively 
with only a fraction of the Nation’s total slum and blight problem. It is equally 
as important to prevent the decay of housing as it is to remove slums. Only 
through a many-pronged effort will the Nation successfully meet the challenge 
expressed so dramatically by the President’s Advisory Committee that at the 
1953 rate of slum clearance and demolition the job of eliminating slums will 
take over 200 years.’ 

We urge the extension and expansion of the title I program as one of the 
major weapons in the nationwide effort to improve family living conditions in 
our neighborhoods and our cities. 
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Multifamily housing mortgage limitation 





MAXIMUM 





MORTGAGE AMOUNTS FOR MULTIFAMILY PROGRAMS 















We endorse the provisions of the bill increasing the maximum mortgage amounts 
for the FHA multifamily programs from $5 million to $12.5 million and the 
limitation on the latter to the aggregate amount of any commitment or commit- 


1 P. 24, Report of the President's Advisory Committee on Housing Policies and Programs, 
December 1953 


2P. 111, ibid. 
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ments issued and outstanding under the particular section at any time with 
espect to a project or projects in the same housing market area and involving 
the same mortgagor. 


SECTION 220 (REHABILITATION) 


We also endorse the increase in the maximum mortgage amount under section 
©») (rehabilitation) for private mortgagors from the present $5 million to the 
$50 million limitation which is applicable now only to publicly supervised mort- 
gagors. The basis for this change is that the control exercised by FHA over 
private mortgagors makes unnecessary the difference in mortgage amounts as 
between private and public mortgagors. 

Before leaving the section 220 program, we want to express our confidence in 
the ultimate success of this program which, as the committee knows, is designed 
to make mortgage insurance available for rehabilitation of existing properties 
ind new construction in older areas undergoing urban renewal treatment, fed 
erally assisted, under the Housing Act of 1954. The program did not get off 
to a quick start, and this is understandable realizing that the philosophy under- 
ving the program is one of greater acceptance by local governments of their 
‘esponsibility for housing code enforcement. Many communities have had to 
appeal to their legislatures for authority to promulgate the proper housing codes ; 
others have dragged their feet not sure of just how taut the purse strings were 
on the Federal grants for urban renewal. However, we want to express one word 
of caution over increasing the Maximum mortgage amount on section 220 loans 
to $50 million. We trust that this will not be construed as congressional sanction 
of the mass demolition approach to urban renewal. Such blockbuster methods 

iduly emphasize new construction as the principal or major objective of the 
section 220 program. Instead, we hope the Congress will underscore the primary 
role of the section 220 program as the rehabilitation of existing properties within 

i defined urban renewal area. We have urged the FHA to show a greater ap- 
preciation of the tremendous potentiality of this section in accomplishing the 
objectives of urban renewal through rehabilitation, rather than to concentrate 
on demolition and new construction as its primary objective. Conservation and 
rehabiliation are the basic objectives of the build America better program of our 

ational association, which is meeting with success in many parts of the 

yuntry. 


Mortgage insurance authorization 
FHA AUTHORIZATION 


We endorse the recommendation in the bill that the maximum authorization 
for the FHA mortgage insurance system be increased by an aditional $4 billion 
for the fiscal year beginning July 1, 1955. In connection with this recommenda- 
tion our association desires to express its confidence in the existing fundamental 
structure of the Federal Housing Administration. We so express ourselves 
realizing that the Congress, the President, and the public have been bombarded 
during the past several months with various proposals designed to change radi- 
cally this mortgage insurance system which has made so tremendous a con- 
tribution to the principle of homeownership, the home building industry, and 
the national economy. 

In our opinion, the FHA mortgage insurance system as presently constituted 
is a sound one that has resulted in vast benefit to the American people without 
subsidy or expense to the taxpaying public. 


Military housing 
WHERRY MILITARY HOUSING (TITLE VIII) 


Section 9 of the bill provides for the termination of the Wherry military 
housing program on June 30 except for commitments to insure issued on or 
before that date. We believe that this recommendation is unfortunate. De- 
Spite some recent reports of abuses in this program, we have yet to note any 
facts unearthed by a congressional investigating committee in substantiation of 
such that could not be cured by proper administrative measures. The Wherry 
program has had an anti-mortgaging-out provision written into the statute since 
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its inception. The program has provided 78,800 completed units* of family 
housing (with an additional 19,180 in various stages of processing) for the 
armed services at average rentals less* than the average quarters allowances 
received by the servicemen-occupants. We recognize that Wherry Housing is 
limited to permanent installations and that it may have other limitations. How- 
ever, to the extent that it has been used to date the Congress has assisted in pro- 
viding housing for more than 78,000 service families and has been spared the 
direct appropriation of approximately $1 billion since 1949 in doing so. 

On March 2, 1954, Mr. John M. Ferry, Special Assistant for Installations to the 
Secretary of the Air Force, testifying before the House Banking and Currency 
Committee on behalf of the Department of Defense, urged an extension of the 
Wherry Act for another year. Upon direct questioning as to whether the provi 
sions of title VIII were satisfactory, he replied: “Yes, sir. We are very, very 
pleased with it.” * 

Later, upon being questioned by Congressmen Deane and Spence (the latter 
being the present chairman of that committee), the Defense Department witness 
reemphasized this satisfaction ° with the Wherry program and the Department's 
desire for its extension. However, 2 months later, before the House Armed Sery- 
ices Committee considering authorization for direct public construction of family 
quarters, Assistant Secretary of Defense for Properties and Installations, Frank- 
lin G. Floete, proved most articulate on the subject of the disadvantages or lim- 
itations of Wherry housing.’ 

In February of this year, before the Air Force Subcommittee of the House 
Appropriations Committee, Under Secretary of the Air Force Douglas made 
his position very clear with this statement: “Our position is perfectly clear. We 
like Wherry housing. It is one way to get acceptable housing”.” It is significant 
that the Air Force is by far the major utilizer of the Wherry program and wel! 
qualified to speak on the subject. 

We urge the committee to assert its jurisdiction over the subject of family 
housing for the military by extending the Wherry program for an additional 
year. Surely the action is justified on the basis of Under Secretary Douglas’ 
statement before the House Appropriations Committee. 


( ‘00 pe rative housing 


The section 213 cooperative housing program of the FHA was created more 
than 5 years ago. Under it 292 cooperative projects have been completed involv- 
ing 32,666 units. In August 1954, 294 cases were in various stages of processing 
and therefore subject to the amendments to the cooperative program contained 
in the Housing Act of 1954. Of these 294 cases, 147 have since been withdrawn, 
expired, or rejected. 117 remain in the active state and commitments have been 
issued on only 27. These latter 27 are of the “sales” type of cooperative and 
threfore not affected by the change from replacement cost to estimated value as 
a basis for valuation. Also, only three applications have been received since 
August 2, 1954. 

We believe that the 147 withdrawals and rejections and the sharp drop in 
applications are attributable to the amendment which the Congress approved last 
year changing the valuation approach to cooperatives from replacement cost to 
estimated value. This change was proposed prior to the congressional disclo- 
sures over section 608 and we were never quite able to understand the basis for 
the HHFA’s recommendation on this point. We repeat our opposition to this 
change and urge the committee to restore replacement cost as the basis for ap- 
praisal of cooperatives. Estimated value as a basis for appraisal involves the 
-apitalization of income as a principal criterion. An attempt to capitalize in- 
come of a cooperative neutralizes the effect of the peculiar amenities which make 
the cooperative less expensive to the participant, and increases his minimum 
cash outlay. 


Appraised value 


Before leaving the subject of FHA we respectfully invite the committee’s atten- 
tion to FHA section 226, added by the Housing Act of 1954. This section requires 


® Testimony of Franklin G. Floete, Assistant Secretary of Defense, before Senate Armed 
Services Subcommittee on Real Estate and Military Construction, May 9, 1955. 

*P. 259, House Banking and Currency Committee hearings on H. R. 7839, March 8, 1954. 
5P. 255, ibid. 
* Ibid. 
7 P. 5261, House Armed Services Committee hearings on H. R. 9463, May 18, 1954. 


®’P. 97, hearings, House Appropriations Subcommittee on Air Force Appropriations, 
February 9, 1955. 
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that the seller or builder of a house, on which the FHA is requested to insure a 
mortgage, deliver to the purchaser a written statement setting forth the ap- 
praised value prior to sale or prior to the execution of a binding sales con- 
tract. On the surface the requirement appears to be a reasonable one. However, 
the section has resulted in serious obstacles to the sale of housing. Should the 
purchaser desire FHA financing, the seller is forced to take the home off the 
market and will not know until receipt of the report of the FHA staff appraiser 
some 3 to 5 weeks later—whether he has a binding sales contract. Then when 
the purchaser receives the appraisal he has the option of withdrawing from the 
contract if the appraisal is less than a previously stipulated amount which is 
supposed to represent the seller’s reasonable estimate of what the appraisal will 
be. Also, this stipulated amount, to prevent its being too low, is required to be 
large enough to support the amount of the mortgage requested in the application 
for insurance. This tortuous formula for administering section 226 is the FHA’s 
answer to the tremendous administrative difficulties resulting from its original 
and more literal application of the statutory requirement. 

Section 226 not only works a hardship on the seller but often forces the 
purchaser to make a larger downpayment. For example: Suppose an existing 
house has a market price of $12,000. If it is subsequently appraised by the FHA 
at $12,000 the purchaser would be entitled to an insured mortgage of $10,350 
(90 percent of the first $9,000 of appraised value plus 75 percent of the excess). 
However, the seller in order to make sure of obtaining a binding sales contract 
will estimate a low figure to avoid the chances of the FHA appraisal a month 
or more later being less than the estimate and thereby risking nullification of 
the contract. Consequently, in the example the seller retains the $12,000 sales 
price but estimates the appraisal to be $10,000 or $11,000. This then necessitates 
a lowering of the mortgage insurance requested in the application to $8,850 or 
$9,600, respectively. The seller has no other choice. (In the case of an existing 
house he is more than likely selling in order to purchase a larger home, he 
can’t afford to enter into a sales contract which may not prove binding on the 
purchaser a month or two later.) When the appraisal is returned with a higher 
FHA appraisal of $12,000 the purchaser is still bound to the lower mortgage 
insurance and a resultant higher downpayment. Section 226 therefore operates 
to defeat the more liberal terms of the Housing Act of 1954. 

The question is frequently asked as to why the sales price is higher than the 
FHA appraised value. One of the reasons is that the FHA mortgage insurance 
system was never intended to fix sales price. The FHA appraisal is based on 
long-term economic value for mortgage-insurance purposes, and is not a device for 
influencing market price. The FHA would be the first to agree that its approach 
to value often results in a figure lower than the price.” The veterans’ home loan 
guaranty program, on the other hand, requires that the veteran pay no more 
than the VA estimate of reasonable value: of the house. This is an appraisal 
that purposely reflects market price. That is why in many areas of the country 
the VA appraisal is higher than the FHA appraisal. 

Section 226 has the effect of making the FHA appraisal influence the sales 
price, although the FHA disclaims any attempt to fix a price ceiling. This con- 
flict can only be resolved by repealing section 226 of the National Housing Act 


Slum clearance and urban renewal 


In regard to the proposed amendment authorizing an additional $500 million in 
grants to local communities for slum clearance and urban renewal, we reem- 
phasize the position we took last year that local communities must accept positive 
responsibility for enforcement of housing codes and ordinances to prevent the 
further spread of blight and decay. The “workable program” which Congress 
put into the Housing Act of 1954 as a prerequisite to financial assistance is no 
better than its enforcement. We urge the Congress to emphasize this require- 
ment as a further guide to the Federal agencies concerned that the workable 
program requirement is one of action and not merely one of promise. 

We recommend an amendment to the urban renewal provisions of the act 
(appendix A) which would authorize the Housing and Home Finance Adminis- 
trator to insure neighborhood conservation benefit assessment bonds of local 
communities issued to finance public improvements and other urban-renewal 
costs in certified urban-renewal areas. 

Under this plan a delineated urban-renewal area would also be a benefit as- 
sessment district. Urban-renewal costs would be assesed (under State-énacted 





® Secs. 1009, 1011, 1025, FHA Underwriting Manual, revised January 1952, 
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enabling legislation) against owners of property in the area being benefited, 
with each property owner being given 10 years in which to pay his assessment. 
The city would launch the program by issuing neighborhood conservation benefit 
assessment bonds, secured by assessment liens, but not by the general faith and 
credit of the city. 

Federal insurance as proposed herein, which would include the levying of an 
appropriate premium, would enhance the marketability of the bonds and, we 
hope, speed the day when this method of financing could be substituted for the 
present one of outright grants of Federal funds or at least permit substantial 
reduction of such grants. 

This amendment follows closely the principle of S. 1524, introduced by Senator 
Long and 24 cosponsors, now under consideration by this committee, which au 
thorizes the Housing and Home Finance Administrator to purchase the obliga- 
tions of municipalities for specific public projects. 

The committee is aware of the Build America Better program of the National 
Association of Real Estate Boards. This program functions through our more 
than 1,100 local real-estate boards and National and State officers of the Build 
America Better Council of the association. Recently our association conducted 
a survey to determine the number of cities actively engaged in home rehabili- 
tation, code enforcement and demolition of slums, as community functions. The 
committee may be interested in a tabulation of the data received from 209 real 
estate boards showing 238 cities actively engaged in Build America Better ac- 
tivities. This is attached as appendix B. Also, attached as appendix C, is a 
more detailed summary of what 10 large cities are doing in neighborhood con 
servation and urban renewal. They are offered in partial rebuttal tto the state 
ments made before this subcommittee on May 9 in disparagement of the urban- 
renewal program emphasized in the Housing Act of 1954. 


Public housing 


Section 13 of the bill would continue the expansion of the public housing pro 
gram beyond its present termination date of June 30, 1955, to June 30, 1958, and 
authorize the signing of subsidy contracts for 70,000 units in addition to the 
anticipated unused authorizations of 15,000 to 20,000 for the current fiscal year. 
In addition, section 13 would remove five of the limitations which Congress 
placed on public housing in the Housing Act of 1954. 

We are in agreement with the objectives sought by this committee—the pro- 
vision of adequate housing for families of very low income who must be relocated 
from many of the slums of our large cities. However, we sincerely believe that 
public housing is the wrong approach and that it involves a concept which is alien 
to our traditions. To care for the needy, the destitute, and those who because of 
circumstances beyond their control are unsheltered or forced to live in slums 
is in the American tradition. But to assist only the higher income portion of 
these by making them the dependents of the Federal Government through sup- 
planting private enterprise and making private initiative unnecessary is funda- 
mentally wrong and self-defeating. 

The pending public housing expansion of approximately 85,000 units is hailed 
as a “tapering off” of the program. It is said by some that the program is a 
“small” one and that those like ourselves, and many Members of the Congress 
who favor an expansion of private home ownership and who have therefore al- 
ways opposed public housing on principle ought not to become unduly exercised. 
Ilowever, we are convinced that any number of public housing units requested 
by the administration would never satisfy the almost insatiable thirst of pro- 
ponents of public housing who are so ideologically involved in this subject that 
their goals bear no relation to need. 

For example, when President Truman in 1952 requested 75,000 public housing 
units a year, no opposition was heard from the new articulate supporters of 
Government ownership of family shelter as to the insufficiency of this number. 
However, in 1954 when this administration requested 35,000 units per year, 
representatives of the National Association of Housing and Redevelopment Offi- 
cials came before this committee requesting 5 million units”; the CIO requested 
200,000 units per year for a period of 10 years”; the American Federation of 
Labor requested 200,000 units for a period of 8 years”; and the Americans for 


” P, 623, hearings, Senate Banking and Currency Committee, on S. 2938, March 9, 1954. 
uP, 492, 499, ibid. 
2P. 951, ibid 
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Democratic Action requested public housing “for low income families on a much 
larger scale * * * than heretofore.” ’ 

Then the Conference on Economic Progress, whose spokesman is Leon H. Key- 
serling, former President Truman’s Chief Economic Adviser, decided early this 
year that 200,000 units a year, or the 350,000 it recommended in July 1954," 
was too modest. The Conference’s 1955 Blueprint for National Prosperity ™ 
ealls for 300,000 to 500,000 public housing units for 10 years, or 5 million more 
families to be added to the present 455,000 who are subsidized tenants of the 
Federal Government. Mr. Keyserling, however, makes no pretensions that public 
housing is designed wholly to assist the poor. In his article, “20 Percent Ratio 
for Public Housing,” * he visualizes a public housing program of decreasing Fed- 
eral subsidy because of the wider range of higher income groups who would be 
brought within its reach. 

Mr. Keyserling’s 500,000 per year unit need was picked up by the National 
Housing Conference as the new estimate of current and future need, according 
to Mr. Wallace Campbell’s testimony before this committee on May 13. This 
progressive “numbers game” is ample justification for our sometimes use of the 
phrase “political housing” as being synonymous with public housing. 

So you see we are not here to oppose a so-called small public housing pro- 
gram. Our opposition must necessarily be based on more fundamental grounds. 

Why is the National Association of Real Estate Boards opposed to the further 
extension of public housing? We will try to answer this as briefly as possible, 
yet with ample data and argument to support our position. 

1. Jt is politically and morally wrong to require the taxrpaying public to subsi- 
dize the shelter of @ privileged few.—The Department of Commerce™ reveals 
more than 14 million families in the same income levels as the approximately 
155,000 occupying public housing (median income of about $2,000 per year). 
The Federal income tax liability alone of this group is in excess of $2 billion per 
year (appendix D), a burden aggravated by more and more 40-year commitments 
for annual subsidies which come into being every time a new annual contributions 
contract for public housing is executed. 

Public housing holds out the false hope to more than 14 million families earn- 
ing less than $4,000 per year that they too are entitled to have a portion of their 
shelter costs subsidized by the Federal Government. Unless the Congress is 
ready to appropriate annual subsidies over a 40-year period multiplied many 
times greater than the $87 million required for the coming fiscal year, then 
expansion of the program as provided in this bill is nothing more than the 
perpetuation of a costly special privilege. 





Public Housing Administration in rebuttal of the above allegations has sub- 
mitted the following facts: 

NAREB has misquoted and misinterpreted statistics of the Department of 
Commerce. 

The correct figures properly applicable to public housing are printed on the 
same page of the same publication as those erroneously used by NAREB. The 
figures used by NAREB and the correct figures follow: 


NAREB 


All families | CORRECT 


Income : os S Nonfarm 
and singl families 
persons 
Under $1,000___- : : 2, 866, 000 222 000 
$1,000 to $1,999... _- ; 5, 433, 000 | 1, 724, 000 
$2,000 to $2,999..............- i , 6, 488, 000 | 3, 287, 000 
Total... 7 14, 787, 000 | 5, 233, 000 


The figures quoted are not concerned only with families as NAREB States, 
but also include single individuals who are not eligible for low-rent housing. 
Also included are farm families which public housing does not serve. 
= P. 378, ibid. 
. a P. 27, Toward Full Employment and Full Production, Conference on Economic Progress, 
July 1954. 
_“P. 37, A National Prosperity Program for 1955, Conference on Economic Progress, 
February 1955. 

'®P. 48, The Housing Yearbook, 1954, National Housing Conference. 


was _peome Distribution in the United States, 1950-53, U. S. Department of Commerce, 
March 1955. 
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NAREB also misstates facts when it says public housing holds out hope to 
families earning less than $4,000. In 1953, to which the above figures relate, 
$2,700 was the highest net income which an average-sized family in the averaze 
community could have and still be eligible for public housing. Based on the 
correct figures quoted above, only some 4,200,000 urban nonfarm families had 
less than this amount in 1953, and could be eligible on the score of income. 

This, of course, does not mean that any such number is or ever will actually 
be eligible for public housing. Only families who come from substandard 
housing are eligible for public housing. Many of the 4,200,000 low-income 
families in 1953 either owned decent homes or lived in communities where they 
were able to obtain standard housing within their means. 

The need for public housing is substantiated, but is only a small fraction of 
the 14 million figure used by NAREB. 





2. Public housing is unnecessary because of the high volume of home construc 
tion since the close of World War II and the continuing marked reduction in 
the number of low-income persons since 1946.—Since January 1946, through 
April 1955, there have been 9,539,700 private nonfarm housing starts,” in addi 
tion to hundreds of thousands of dwelling units which have been rehabilitated 
and modernized. For the last 4 years new housing starts have exceeded esti 
mated net household formations, 





Public Housing Administration in rebuttal of the above allegations has sub- 
mitted the following facts: 

Garden-type apartment projects and outlying suburban subdivisions far re- 
moved from the centers of employment hardly meet the housing needs of low 
income families. 

The number of low-income families may now be decreasing, but no figures 
presented by NAREB, nor any other available, show that by any foreseeable 
date will low-income families completely vanish. Families who lose their wage 
earners, whose natural endowment, environment, and income is well below normal, 
are going to need decent housing which they will find nowhere else than in public 
housing. And where private enterprise cannot provide decent housing, public 
housing should. 

To the extent that incomes do increase, the cost of public housing will be 
reduced, because public housing rents are based on income, and the excess of 
rents over operating cost is used to reduce the Federal annual contributions. 
Therefore, to the extent that incomes rise more rapidly than operating expenses, 
the cost per family of public housing will be reduced. 

There is no need to be apprehensive about entering into 40-year subsidy con- 
tracts for low-rent housing. If family incomes continue to increase, the cost 
to the Government of low-rent housing will decrease. If the time ever comes 
when public housing in a locality is no longer needed, the present contracts 
provide simple mechanisms by which the program there can be curtailed or 
completely terminated, and PHA will be the first to move in this direction. 





This has served to raise the housing standards of all our people. In addition, 
significant changes have occurred in income distribution, further alleviating the 
circumstances in which many of our people found themselves in the 1930's when 
public housing was first conceived as a make-work welfare program. The argu 
ment for public housing then was social rather than political, the result of low 
and poorly distributed income aggravated by an average of almost 10 million 
unemployed,” and a desire on the part of the administration to put people to 
work quickly.” 

Now we have moved into a period in which, as a result of either the labor 
market itself or of unemployment and old-age insurance mechanisms set up by 
both Government and industry, family income is rising in both current and con- 
stant dollars despite very minor fluctuations. The argument that public housing 
is needed because a great number of our population are ill-housed as a result 
of poor income has no validity. 

Appendix E of this statement reveals the extent of the shift in the distribu- 
tion of incomes. Note that in 1936 (when this program was first conceived) 82 
percent of the families and unattached individuals had incomes of less than 
$4,000 and nearly half of this group, 49 percent, had incomes of under $2,000 
in 1950 dollars. The decline in the percentage of low-income groups in the 1936 





18 Bureau of Labor Statistics, 1955. 

2” According to table D-16 of the Economic Report of the President for January 1955, 
unemployment averaged 9,580,000 during the thirties. 

2 Testimony of then Housing Administrator Nathan Straus before the House Banking 
and Currency Committe on H. R. 10663, April 28, 1938, p. 5 et seq. 
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50 period and the simultaneous increase in percentage of higher-income groups 
is another argument against the continuation of this 1937 public housing pro- 
gram. 

> Appendix F represents a further elaboration of this point, based on Federal Re- 
serve data, revealing a further 7.3 percent decrease in the number of families hay- 
ing incomes below $4,000 during the years 1949-53 and a 10.9 percent inerease in 
families with incomes over $4,000. 

Appendix G reveals that there has been a reduction of 5 million from 1950 
to 1953 in the number of families and individuals with incomes, after taxes, of 
less than $4,000 (more than 1% million per year). This shift in income dis- 
tribution, which was accompanied by a shift from unemployment to largely 
fractional unemployment, has enabled nearly every family with a member able 
and willing to work to have a chance to earn a living. Of course, families with- 
out wage-earners, families dependent on pensions and welfare payments, and 
those who are sick or incapacitated are still in a special position, but public hous- 
ing does not take care of more than a token number of this latter group. 

Appendix H underscores the fallacy of approving 40-year subsidy contracts 
for public housing. Here we endeavor to project the number of households in 
the after-taxes income groups to 1960 and 1965, assuming rises in productivity of 
only 2 percent per year per man-hour. This assumption is lower than the 214 
percent factor suggested by the Joint Committee on the Economic Report in its 
recent report to the Senate (S. Rept. No. 60). 

The four tables in appendix H have sharp implications on the alleged need 
for public housing. A reduction of about 6 million in the last 5 years in the 
number of households with incomes of less than $4,000 means a decline of over 
a million a year in this group. As the incomes of these households move from 
under $4,000 to over $4,000, these families are able to buy or rent homes of from 
$10,000 to $15,000, and they move out of homes worth up to.$10,000 or they 
improve these homes. 

I wish to emphasize that tremendous progress is being made in repair and 
renovation in the supply of existing homes. The deficit of maintenance which 
came about during the depression and war years is steadily being wiped out. 
Clear evidence of this we see all about us in our home communities. The sta- 
tistics give further support to underscore what we know is going on as homes 
are restored and brought up to date. The census estimates * sugest that at least 
$8 billion a year is now being spent on owner-occupied homes for improvement 
and modernization. The Census Bureau has also advised us that over a million 
homes which were without plumbing in 1940 but were still in use 1950 did have 
plumbing in 1950.” Rising income is causing individuals who own their homes 
to improve them or to sell and buy better homes. 

As a million and a half households a year become able to support homes costing 
over $10,000, vacancies rise in homes costing less than $10,000 and these become 
available for families with income of less than $4,000, The upgrading of hous- 
ing is underway continuously as the upgrading of automobiles is underway. 
Housing standards are rising rapidly, and this rise is made possible by increased 
incomes, advances in design and equipment, and efficient home building. This 
upgrading will provide a half million or more vacant units each year which will 
be available for low-income families at low prices. Such families can move into 
these existing homes until their incomes and their family size cause them to want 
to move to still better homes. Change in family size and income are now pro- 
viding an adequate supply of homes for those in the low-income groups. This 
is a phenomenon which did not exist in the 1930’s and which provides a nearly 
complete answer to those who say that public housing is necessary because pri- 
vate housing does not meet the demand. 

The above argument is derided by proponents of public housing as the “trickle 
down” theory, but in so doing they fall into the error of contending that private 
enterprise must provide new houses for everyone. No other industry has been 
the object of so much reproach as the home-building industry for not producing 
a new product for all in the lowest-income group. We do not believe the home- 
building industry needs defense from such an indictment which won't stand up 
under even casual analysis. However, we prefer not to rebutt the allegation in 
general terms. We contend that private industry in many parts of the country 
is constructing new housing for families of low income although the greater sup- 





**U. S. Bureau of the Census Report H 101, No. 1, December 18, 1954. 
1940 census, pt. I, Summary of United States Housing, vol. 2, table 6. 1950 census, 
H. B. No. 1 Summary, table A—4. 
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ply must necessarily come from lower-priced existing houses. Here are just a 
few examples. 

In Newark, N. J., Builder Albert Reniero has developed a 1,600-unit tract 
financed by FHA with sales price of $7,000, $350 down and $42 per month inelud- 
ing all charges. 

In Wilmington, Del., Builder Don Loftus has built a 476-unit project for Negro 
occupancy with prices ranging from $5,650 to $8,250. These are FHA-financed, 
30 year terms, and monthly payments range from $87 to $52 which include al) 
charges. 

In Houston, Tex., the building firm of Southwest American Houses has built 
500 2, 3, and 4-bedroom homes in price ranges from $6,000 to $6,650. Monthly 
payments of $483 cover everything. In the same city, Jacinto Oaks Co. has 
just completed a 60-unit project of 2 and 3 bedrooms, for $6,000 and under 
Monthly payments are just under $50. This is the city where the San Felipe 
Courts public housing project—denounced by Judge Roy F. Campbell of the 
SOth District Court of Texas as not being a fit place to rear a child—(See 
Appendix I) had 185 vacant apartments as of early this month, which is the cus- 
tomary number of vacancies for this project.” 

In Denver, Colo., Builders B. W. Fellers, Frank Pryor, Fred McIntosh, Cy 
Gamble, and Max Tichy have built more than 500 units this year, all single 
detached dwellings in price ranges from $6,000 to $7,250, with 5 percent down, 
FHA and conventional financing. 

Because time does not permit me to read the list available to us, we are attach- 
ing as Appendix J a list of 82 builders in 64 communities in 26 States who during 
the past 3 years have built low-cost housing with monthly shelter costs varying 
from $34 to $68. These represent a very brief sampling of what private industry 
is doing in this field. They should at least cast some doubt on the repeated dog- 
matic assertions by many proponents of public housing that private enterprise 
does not build for low-income people. 


Publie Housing Administration in rebuttal of the above allegations has sub 
mitted the following facts: 

NAREDB’s list of privately constructed low-rent homes probably represents a 
sample of the lowest prices now being achieved by private builders. NAREB 
states the “monthly shelter costs” for these houses vary from $34 to $68. These 
figures, however, are not monthly shelter costs at all, but only debt service on 
the mortgage, taxes, and insurance. They do not cover the very substantial 
item of repairs, maintenance and replacements, increasing with the years. 

Public housing uses “gross rents,” which include all shelter costs and all 
costs of utilities such as heat, light, cooking fuel, and water, whether paid for 
by the project or the tenants, as the basis for setting rents in relation to incomes. 
Add the costs of repairs, maintenance and replacements to NAREB’s costs of 
private housing and the figures would rise to $54 to $88 a month. In contrast 
to such overall housing costs in private housing, the average gross rent in the 
first half of 1954, including all utilities, in public housing was $35 a month. 
Public housing supporters welcome the efforts of builders to make their housing 
available to the lower income groups. It is obvious, however, that the lowest 


groups renting new private housing must have incomes nearly double those of 
the families served by public housing. 


3. Public housing assumes a false premise that people in substandard housing 
cannot afford to pay an economic rent.—An example of the fallacy of this argu- 
ment is contained in an official account of the recent approval of a capital grant 
for Schenectady, N. Y., of $945,540 to help that city clear a downtown slum area 
and redevelop it for commercial purposes.™ The press release proceeds to state 
that of the 351 dwelling units to be torn down in the area, 256 are substandard. 

Of the 207 families, most of them apparently living in substandard units, only 
35 are considered eligible for public housing. The “remainder can be accommo- 
dated in private rental and sales housing.” This means that of the remaining 172 
families in Schenectady, N. Y., many lived in substandard housing as a matter 
of personal preference as to how they desired to allocate their incomes. Yet the 
proponents of public housing insist on equating occupancy of substandard housing 
with poverty of its occupants. 


Public Housing Administration in rebuttal of the above allegations has sub- 
mitted the following facts: 


Ce Eel 


2 Statement of Housing Housing Authority director to C. E. Woodall, Houston realtor, 
May 6. 1955. 
™* HHFA (URA) Press release No. 233, May 12, 1955. 
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To support its conclusion, NAREB carefully selected a single slum-clearance 
project to give the appearance of an overall study, In this, it says only 16.9 
percent of the families to be displaced are reported as being eligible for public 
housing. 

This one small project chosen by NAREB is completely unrepresentative of the 
conditions in slum-clearance projects as a whole, as NAREB could easily have 
learned from the Urban Renewal Administration. That agency's most recent 
printed report (Urban Renewal Project Characteristics, December 31, 1954, 
table 3), available to the public, shows that of all families living on project sites, 
52.8 percent (44,091 out of 83,546) were reported as being eligible for public 
housing. 

This is clear indication that a majority of the families living in the slums do 
so because their incomes are too low to permit them to pay what private enter- 
prise must charge for decent housing, either new or existing. 


4. The financing of public housing by 40-year taxv-erempt Government-guar- 
anteed bonds®*® is unsound, deceptive, and finally repudiated even by some past 
proponents of public housing.—The Joint Committee on the Economic Report re- 
cently considered the problem of this type of financing and while endorsing the 
expansion of public housing unanimously recommended as follows: ™ 

“10. * * * Construction of schools, highways, hospitals, and other community 
facilities, including, as the President has recommended, slum clearance and public 
housing, must move forward more rapidly during the immediate years ahead. 
Insofar as the Federal Government finances these public works and we believe 
it should make important contributions, the financing should be direct: from the 
Treasury, rather than from indirect authorities which circumvent the public debt 
limit or are nurtured by special earmarked revenues.” [Italics supplied.] 

Recently, the Senate Public Works Committee, considering the President's high- 
way program, rejected a plan to finance highways through the issuance of bonds 
(similar to public housing bonds) for the reason, among others, that the liability 
of the Federal Government would not be reflected in the public debt. 

Every public housing unit which goes under contract is on the receiving end 
of a pipeline from the United States Treasury for a period of 40 years. The 
liability is not a contingent one and the annual subsidies to support these bonds is 
an increasing annual certainty. In fiscal 1953, the subsidy appropriation was 
$29,880,000 ; in 1954, $32,500,000; in 1955, $68,950,000; and requested for fiscal 
1956, $87 million. The present liability of the Federal taxpayers on existing 
projects is approximately $118.4 million which, multiplied over a 40-year period, 
comes to $4.7 billion,” yet nowhere in the publie debt is this vast committed 
liability reflected. 

The $1.7 billion in public housing bonds issued since 1951” have resulted in 
increased costs of local governments through forcing up the yields on State and 
municipal bonds. This ad appeared in the Washington Post of September 30, 
1953 (Appendix K) : 


“HAVING INCOME TAX PROBLEMS” 


“Recent large flotations of United States housing and other tax-free bonds 
have glutted the market to the extent that many sound State and municipal 


bonds are selling to afford a higher tax-free yield than has been available in 
years. * * *” 





Public Housing Administration in rebuttal of the above allegations has sub- 
mitted the following facts: 

To support its charge that the sales of public housing bonds have increased 
the cost of financing by local governments, NAREB relies on a single advertise- 
ment by a Washington investment broker. At the time this advertisement ap- 
peared in September 1953, tax-exempt securities were being sold to yield one- 
half of 1 percent more than they were yielding at the beginning of that year or 
have yielded since the end of that year. The high yield in the middle of 1953 
was due not to a glut of offerings, including those of local housing authorities, 
but rather to monetary conditions and a shortage of funds which resulted in 
increased yields not only for tax-exempt bonds, but also for long-term Federal 
bonds and corporation bonds during this same period. 





*Opinion of the Attorney General dated May 15, 1953, holds that bonds are for all 
practical purposes guaranteed as to principal and interest by the United States. 

*P. 3, S. Rept. 60, 84th Cong., Report of the Joint Committee on the Beonomic Report, 
March 14, 1955. 

" Letter of "PHA to NARER Department of Research and Surveys, February 25, 1955. 

* Wall Street Journal, April 14, 1955. 
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As a matter of fact, the volume of low-rent housing bonds is so small as to 
have an almost negligible effect on the cost of tax-exempt money to other State 
and local governments. From July 1951, when the first sale of housing bonds 
was held, through December 1954, a total of $18,644 million in all types of tax 
exempts were sold. This included $1,503 million of housing bonds, or only 
8 percent of the total. 


It is no small wonder that investors’ syndicates compete enthusiastically to 
obtain these tax-exempt bonds, because a 2-percent rate on such bonds will 
yield as much as a 12.5 percent taxable investment if held by an individual in the 
$80,000 to $90,000 income-tax bracket. The latest issue of $111,980,000 of these 
tax-exempt bonds, on April 13, 1955, sold at an average interest rate of 2.4183 
percent.?9 

We are not the only ones deeply concerned over these tax-exempt public hous- 
ing bonds. Here is what Federal Reserve Board Chairman Martin said in testi- 
mony before this committee: ” 

“One important new factor in the market which is very disturbing to us at the 
Federal Reserve is the tax-exempt bonds which are being issued to finance public 
housing. * * * Not only do such issues absorb some of the funds that would 
otherwise supply a market for Government bonds or for mortgages generated by 
new private construction, but they afford an opportunity for wealthy individuals 
and corporations to reduce legally their income taxpayments in a period when 
it is essential that tax revenues be as large as possible.” 

- In this connection, the committee’s attention is respectfully invited to section 
II of the existing public housing law (United States Housing Act of 1937, as 
amended) which provides a formula for capital grants, alternative to annual 
subsidies, not to exceed 25 percent of the development or acquisition cost of 
the project. Had this method of financing public housing been used, untold mil- 
lions would have been spared the taxpayers in addition to a decrease in the size 
of the Federal bureaucracy administering public housing, and an increase in the 
responsibility of local governments. 

The capital-grant provision would require some local cash contribution sim- 
ilar to assistance under the urban renewal provisions of title I. In 1937 the 
public-housing law provided for a local cash equity of 10 percent of the develop- 
ment cost of public housing. In 1938 Public Housing Administrator Straus was 
asked by the House Banking and Currency Committee why he was apparently 
circumventing this 10 percent local equity requirement. He cited as the reason 
that the President wanted to get Federal money spent quickly so that he could 
put more people to work in the shortest possible time, and that local governments 
couldn't raise the money without some delay because of local bond referendums, 
need for increasing debt limits, ete.“ That was the only reason offered for 
not requiring some cash contribution from local government. Now the Federal 
Government is tied to 40-year subsidy contracts; local responsibility and contri- 
bution have become a nullity. The 1953 Annual Report of the Omaha (Nebr.) 
Housing Authority (p. 11) to the mayor and city council puts it this way: 

“Tt should be pointed out that there is absolutely no cost to the city of Omaha 
in connection with either the construction or operation of the projects, and the 
faith and credit of the city is not pledged for the payment of bonds.” 

5. Whom does public housing serve?—It does not serve those in the greatest 
need. Far more of the poor people in our local communities are assisted in the 
payment of shelter costs through private and public welfare agencies than are 
provided for in public housing. This is no surmise, for even the proponents of 
public housing have admitted that only the low-income groups who can afford 
it should live in public housing.” 

On pages 8 and 9 of the 1954 Annual Report of the Seattle {Wash.) Housing 


Authority we find a Government postal employee and a hospital intern enjoying 
the subsidy of public housing. 


Public Housing Administration in rebuttal of the above allegations has sub- 
mitted the following facts: 


Again NAREB has used isolated facts to give an erroneous overall impression. 


* Thid. 

* Statement of William McChesney Martin, Jr., before the Mortgage Financing Confer- 
ence of the Senate Banking and Currency Committee, February 6, 195 
veen 116, hearings, House Banking and Currency Committee, April 28, May 2, 3, 4, and 5, 

* The late Senator Robert A. Taft, Congressional Record, April 14, 1948, p. 4530; April 
20, 1948, p. 4714; HHFA memorandum inserted in Congressional Record by Senator 
Sparkman, April 20; 1949, p. 4896. F 
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In the Seattle case the Government postal employee described is a veteran with 
a wife and five children. When he moved into the project, in December 1948, he 
was employed by the Veterans’ Administration at $1,954 a year. The project then 
was a veterans’ reuse housing project—not low-rent public housing. When it 
was subsequently transferred to low-rent use, in June 1953, he was working as 
a mail carrier with an income of $3,670. His present income is $3,870. Since 
he supports a family of 7, he is well within the proper income limits for continued 
occupancy. 

The intern referred to was a veteran with a wife and two children. When he 
entered the project, in June 1953, he was a hospital intern with $2,100 a year 
income and eligible for public housing. Upon completing his internship, he moved 
from the project in August 1954. 





The appendixes cited below present other interesting information on whose 
shelter is being subsidized by the Government. 

Appendix L is a reproduction of table S, page 74 of the 1952 Columbus Public 
Housing Study by Citizens Research, Inc. (50 East Broad Street, Columbus, 
Ohio). Note that a report is made quarterly of those tenants who are ineligible 
for continued occupancy. It is significant that from one-third to one-half of the 
tenants so declared as ineligible were reestablished on the eligibility list, accord- 
ing to the footnote, because of an income change. The Columbus Metropolitan 
Housing Authority is cited at the bottom of this table as the source for these 
statistics. During each of seven quarters one-third to one-half of the ineligible 
tenants sustained a decrease in income which permitted them to be restored to 
the eligible list. 

This is more than coincidence because the facts cover a period of high level 
of employment during the Korean emergency (1951-52). The facts reveal noth- 
ing less than the manifestation of a basic fault in the whole concept of public 
housing. When a family is told that it must leave its home because those working 
are making too much money, one does not have to be a sociologist or a psycholo- 
gist to appreciate the instinctive reaction. 





Public Housing Administration in rebuttal of the above allegations has sub- 
mitted the following facts: 

NAREB charges fraud is involved because @ small number of tenants found 
to be ineligible became eligible before eviction. 

In the Columbus projects mentioned, income limits were raised 10 percent 
by Ohio law. Obviously, this had a considerable effect on all tenants. In 
addition the fluctuations of income, always more seyere in low-income families 
than elsewhere, enabled a number of others to reestablish legally their eligi- 
bility for public housing. 





In the preparation of this statement, we attempted to obtain reports of ap- 
proximately half of the estimated 811 housing authorities. We were successful 
in obtaining approximately 40 of such reports. We examined these in an effort 
to detect further evidence of this shift from the ineligible list to the eligible list 
for continued occupancy. Unfortunately, no annual report we examined cast 
any light on this strange phenomenon which we cannot accept as being peeuliar 
only to public housing in Columbus, Ohio. It is certainly a fitting subject for an 
exhaustive investigation of what public housing has done to the moral fibre of 
the families drawn into its web. An investigative committee could probably 
start with the 147 public housing projects all of which, according to the PHA 


Public Housing Management Directory of August, 1954, had a zero movement 
rate. 





Public Housing Administration in rebuttal of the above allegations has sub- 
mitted the following facts: 

NAREB implies that fraud or deception is involved in the fact that, out of 
2,000 public-housing projects, 147 reported that they had no move-outs during 
a 3-month period. That turnover does occur in these 147 projects is shown by 
the fact that in the succeeding quarter more than 60 percent reported families 
moving out. Further, NAREB could.and-.must have noticed from the directory 
it cites that these were almost without exception small projects averaging less 
than 30 units each. It is perfectly natural that no moveouts would occur in many 
of these small projects during a given quarter. 

NAREB seems to assume that all projects must have ineligible families who 
ought to be moved out, and suspects a lack of good faith. It pounces on the 
projects without moveouts in a partieular 3-month period. As a matter of fact, 
at the time the PHA directory was published, only 2 percent of all tenants in 
the entire low-rent program were ineligible, and many of the projects had no 
ineligibles at all. But families found to be ineligible are required to move. 
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Appendix M is a reproduction of page 17 of the report of the Housing Au- 
thority of Portland, Oreg., Occupancy Statistics, for the quarter ending Marc) 
31, 1955. You will note that the table reveals 38 doctors living in subsidized per- 
manent public housing, 6 more than the number of laborers. If these are proper 
recipients of this shelter subsidy, then the nationalization or socialization of 
housing is no longer a threat—it has arrived. 


Public Housing Administration in rebuttal of the above allegations has sub- 
mitted the following facts: 

This is hardly nationalization of housing as charged by NAREB, but is simply 
another instance of low-income veterans and their families helped by public 
housing when they most needed it. NAREB is talking about “doctors.” These 
are interns, traditionally low paid during this period of service. For a suc- 
cinct account of the facts, the following telegram from the Portland Housing 
Authority is quoted: 

“Confirming telephone conversation, following is requested information re- 
garding 38 doctors living in permanent low-rent housing in Portland: 33 veterans 
consisting of 15 interns and externs, 18 resident physicians ; 4 nonveteran interns 
and externs; 1 ineligible doctor who has been given notice to vacate because of 
high income. Annual net incomes for the 37 eligible families range from $1,200 
to $2,640, median net annual income $1,650. Thirty-six families have minor 
children as follows: 15 with 1 child, 13 with 2 children, 6 with 3 children, and 
2 with 4 children. 

“FE. S. RATCHFORD, 
“Executive Director, Housing Authority of Portland, Oreg.” 


Appendix N is a reproduction of a clipping from the New York Times of 
April 11, 1955, relating the story of an Army veteran who for 10 years was 
unable to find housing for his family until a public housing unit became avail- 
able. Part of his shelter is now subsidized by the already hard-pressed taxpayer. 
Yet, this individual is a postal employee of the Federal Government. As a vet- 
eran, he had ample opportunity for no downpayment financing for a new home 
where the monthly payments would approximate his present rent in a public 


housing project. Yet this use to which public housing is being put—and New 
York City has been earmarked for an additional 8,000 units for the current fiscal 
year on top of the 39,218 existing federally subsidized units—is hailed as a great 
achievement by the Housing Authority of New York. We wonder if it would 
impress the many of your constituents of low income who work hard, pay taxes, 
and provide for their families, in the old-fashioned way—without subsidy. 


Public Housing Administration in rebuttal of the above allegations has sub- 
mitted the following facts: 

The family in question consists of a veteran, his wife, and five children. For 
his 10 percent disability he receives a Government allowance of $204 a year. 
After a long search for decent housing for his large family, he finaly obtained 
a 3-bedroom dwelling in public housing. When admitted, he was employed in 
the post office as an extra, but shortly thereafter he obtained a permanent posi- 
tion with the post office as a transportation clerk. His annual salary is now 
$3.570 which, with his disability payment, gives him a total income of $3,774. 
On this, he supports a family of seven in one of the most expensive cities in the 
world. Based on his income, his gross rent is $52.75, hardly adequate to buy, 
carry a house, and pay for utilities in the New York area. Anyone familiar 
with housing conditions in New York will agree with the New York Times that 
providing decent housing for this veteran’s family is a noteworthy public 
service. 


6. Whom does public housing not serve?—Another appropriate subject of an 
investigative committee would be the approach of local public housing authori- 
ties to families receiving public assistance as a source for public housing tenancy. 
We have already referred to the fact that public housing according to the 1949 
act model was not intended to take care of those in greatest need. 


Public Housing Authority in rebuttal of the above allegations has submitted 
the following facts: 

Despite NAREB’s opinion, local authorities are complying with the congres- 
sional mandate to house families in greatest need. 

In 1953 (the last year for which complete figures are available) eligible fami- 
lies living in public housing, with an average of 3.98 persons per family, had a 
median income of only $2,062 a year. 
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Twenty-four and five-tenths percent of the families living in public housing 
in 1953 had no gainfully employed workers, and were living on public assistance 
or benefits or, in some cases, on contributions from relatives. Another 9.4 per- 
cent of all families, with some earned income, also received public assistance or 
benefits to supplement their earnings. 


uo 





There are 8 public housing projects in Louisville, Ky., consisting of 4,509 
units.“ We have been advised that there are 1,025 families receiving public 
assistance in Louisville and only 113 of these are living in public housing.” 
This latter figure of 118 does not include recipients of social security, industrial 
and other pensions which housing authorities sometimes classify as “welfare” 
tenants. 

One of two conclusions may be drawn from this. Either 912 poor families are 
finding their housing needs adequately taken care of in privately owned housing 
by means of local public assistance, or the Louisville Housing Authority system- 
atically keeps its so-called welfare tenants in public housing to a prescribed 
minimum. We believe the latter to be the case. 


Public Housing Administration in rebuttal of the above allegations has sub- 
mitted the following facts : 

Attached are copies of letters just received from the Louisville (Ky.) director 
of welfare and from the social service supervisor of the State department of 
economie security. The first shows that a Louisville realtor obtained incomplete 
and unofficial figures from the city department of welfare, drew unwarranted and 
misleading conclusions. 

The city welfare department administers only general assistance or emergency 
relief to persons not eligible for public assistance. Not many of such cases 
would be accommodated in public housing, since most of them require only 
temporary relief. Nearly 60 percent of the total are single persons, ineligible 
for low-rent housing. Accordingto the local housing authority, 80 of its tenant 
families are receiving relief from the city welfare department. 

The regular categories of relief such as old-age assistance and aid for de- 
pendent children, are not administered by this department, but by the State 
department of economic security. This State department (see attached letter) 
reports that 817 of the families in the Louisville projects are now active recipients 
of its relief and 29 more families are applicants for relief. 

The complete Louisville picture should be based on that authority’s report 
published in the Louisville Times on February 21, 1955. This showed that in 
1954, there were 1,177 families in the projects with no employed member and 
which were entirely dependent on pensions, assistance, public benefits, and con- 
tributions from relatives, etc. In addition, there were 461 families whose 
earned income was supplemented by assistance or public benefits. The complete 
total of 1,688 families is almost 15 times the 113 families reported by NAREB. 


Crry oF LOUISVILLE, Ky., 
OFFICE OF DIRECTOR OF PUBLIC WELFARE, 
May 18, 1955. 
Mr. NicHoOLAs DOSKER, 
Administrator-Consultant, Municipal Housing Commission, 
Louisville 2, Ky. 

Dear MR. DosKeER: In reply to your inquiry from Washington that testimony 
had been offered by the National Real Estate Board that the Louisville De- 
partment of Public Welfare issued a statement that there were 1,025 families 
receiving public assistance in May 1955 and that of these 1,025 families only 
113 were living in public-housing projects, I should like to advise you that 
this statement is incorrect and was not issued officially by this department. 

In the first place, this department does not administer public assistance but 
a general assistance or emergency relief program to persons not eligible for 
public assistance. In the second place, the May 1955 caseload has not been 
tabulated and cannot be until the end of the month. We have not had 1,025 
cases or any monthly caseload similar to that figure since June 1954. 

The most current month for which we have the caseload count is April 1955 
when we assisted a total of 1,117 cases. You will note that I have used the 
word “cases” not “families.” Of those cases, 632 are 1-person cases who are not 
eligible for public housing. Of those 6382 eases, at least 150 are nursing-home 
cases. Deducting the 632 cases, a balance of 485 are family cases. 

I am unable to verify the figure of 113. I assume it was an estimated figure 
given to a Mrs. Stephens of the Louisville Real Estate Board, who came to 


% P. 48, Housing Operations Directory, PHA, December 31, 1954. 
*% Louisville Welfare Department, May 1955. 
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the office during my absence about 2 weeks ago and asked how many families 
receiving assistance through this department lived in public housing. A mem- 
ber of my office staff called the Municipal Bureau of Social Service, through 
which division our general-assistance program is serviced. The head of that a 
division was out and her secretary obtained a quick estimate, The person in g 
my office not knowing this was an estimate gave the figure to Mrs. Stephens. ? 

Another factor to be considered is that we assist cases for a comparatively 
short period of time, 61 percent of our caseload turning over in 1 year and 40 
percent in 6 months. Families eligible for ADC grants are assisted for a maxi- 
mum of 60 days or until the State awards the ADC grants. Ten to 15 percent of 
the cases whom we assist are temporarily ill. The rapid turnover does not 
permit us to assist all cases with their housing needs nor do all families whom 
we serve want public housing. A very large percentage live in furnished rooms, 
having no furniture of their own. 

I regret very much that erroneous information was given out by this office 
on the numbers of relief families living in public-housing projects. It is contrary 
to our long-established policy for staff to issue estimate figures about our own 
department unless such estimates are cleared for accuracy with the director. 
It is also contrary to our policy to give out statistical information about another 
agency. Rather has staff been instructed to refer the inquired to the agency 
concerned. The people who supplied the information to Washington further 
complicated the situation by supplying the wrong information about the number 
and composition of the caseload and calling it publie assistance. I hope that 
this letter will aid in getting the misinformation corrected. 

Sincerely, 


seta 9 alee 





Louise Drecks, Director of Welfare. 
LOUISVILLE, Ky., May 19, 1955. / 
Mr. N. H. DosKeEr, | 
Administrator Consultant, Municipal Housing, 
Louisville, Ky. 

Dear Mr. Dosker: In reply to your request for the number of public-assistance 
families residing in the housing projects in the city of Louisville, I have secured 
the following figures from our caseload reports as of May 1, 1955. 

We have 1,781 ADC families which contain 4,624 children. We have 679 
white ADC families. Of these, 298 families are living in the housing projects 
and there are 15 white ADC families living in the housing projects who are 
applicants for public assistance. We have 1,102 colored ADC families. Of 
these, 244 ADC families are living in housing projects and 7 families in the 
housing projects are applicants for ADC. 

We have 4,420 OAA recipients—3,100 white OAA recipients. Of these, 141 
families and 3 applicants live in the projects. We have 1,320 colored OAA 
recipients. Of these, 134 families and 4 applicants live in the projects. 

The total caseload figures given above include both Louisville and Jefferson 
County. I would estimate that 10 percent of our OAA and ADC families live 
outside the city limits of Louisville. 

Our OAA families may consist of two or more OAA recipients as we have many 
husband-and-wife families and OAA recipients living with other families in the 
projects. Sometimes 2 sisters or 2 brothers may constitute a family, or an 
old-aged couple and another OAA recipient may constitute a family. 

If a more comprehensive report is desired, I am of the opinion that our 
director, Mr. Aaron Paul, would authorize a thorough survey. 

The above figures show we have a total of 817 active recipients living in the 
projects and 29 families who are applicants for public assistance. 

Yours very truly, 































C. L. STEVERS, 
Social Service Supervisor. 






Proceeding further, we find that the fixed permissible Federal subsidy for 
Louisville’s public housing for fiscal 1954 was $1,123,500." A subsidy of $754,676 
was required. The difference of $368,824” represents a reduced subsidy but 
only by the housing of higher income tenants and a denial of public housing to 
many of lower income who are in the greatest need. 


SSD 





% Pp. 2832, 2346, 2847, House Appropriations Committee hearings on Independent Offices 
eo Act of 1955. 
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Public Housing Authority in rebuttal of the above allegations has submitted 
the following facts: 

Despite NAREB’s opinion, local authorities 4re complying with the congres- 
sional mandate to house families in greatest need. 

In 1958 (the last year for which complete figures are available) eligible fami- 
lies living in public housing, with an average of 3.98 persons per family, had a 
median income of only $2,062 a year. 

Twenty-four and five-tenths percent of the families living in public housing 
in 19583 had no gainfully employed workers, and were living on public assistance 
or benefits or, in some cases, on contributions from relatives. Another 9.4 per- 
cent of all families, with some earned income, also received public assistance or 
benefits to supplement their earnings. 


For fiscal year 1954 the Philadelphia Housing Authority received Federal 
subsidies on 2,859 units of public housing. The housing authority in its report 
of 1953 states that 5 percent of the tenant families received “one or another form 
of public assistance * * *.”37 The maximum subsidy permissible for fiscal 1954 
on the 2,859 units was $468,540." Of this, $104,791 was not used.” This money 
could have been used so that the housing authority could have admitted more of 
the great number of families undoubtedly receiving public welfare assistance in 
Philadelphia for that year. But perhaps the Philadelphia Housing Authority 
wants to avoid a larger number of very poor people in their public housing 
project. 





Public Housing Administration in rebuttal of the above allegations has sub- 
mitted the following facts: 

NAREB has relied on an old printed report of the Philadelphia authority for 
its facts. It did not ask the Philadelphia authority for more up-to-date statistics. 
The truth—in 1953 the number of families receiving assistance in the Philadelphia 
projects was abnormally low because of the large number of veterans recently 
admitted. 

Figures for all families living in low-rent housing in Philadelphia as of March 1, 
1955, were as follows: 


Percent 

a eit as eens ca dk ag hk ie Rt bad dn bowen ened nin bw O 
Assistance (old-age relief, dependent children, etc.) _-.___..--_---.-------- 11.0 
TE I i i dcsnpnehisatipn cick eaemegioesoneysitens 3.8 
PemOi Raine t ssi die heritirnahigeeemnwin as sohbet bites 5.7 
ChE, a a I alah aie cite ben pallet ensce tingle tice remediate Lak 
Om IR ase iidiciak seks cinsding selina dibidietiibre dinistclncinnmareningbitinnne 4.8 
ici a Ta a a a anette wanclonenee 100. 0 


The median income of all occupant families as of the same date was $2,600—a 
figure representive of the very lowest income groups of Philadelphia. 





Page 13 of the 1952-53 Report of the Seattle (Wash.) Housing Authority re- 
veals that the Sand Point Homes (200 units) not only needed no Federal direct 
subsidy but made a net profit of $1,466 in 1952. In 1953 the project had a net 
profit of $1,347. Does this mean that the economic rent paid by public housing 
tenants in this project is ample to permit operation of the project without sub- 
sidy? We don’t know. We are advised, however, that only about 20 percent of 
those housed in public housing in Seattle at the end of 1953 came from the group 
receiving public welfare assistance. Here is another example of public housing 
as a special privilege with rents pegged high enough to return a net profit, yet 
conforming to what we believe is a national pattern of systematic exclusion of 
needy people as tenants. This would be a most fruitful area for a congressional 
investigation. 





Public Housing Administration in rebuttal of the above allegations has sub- 
mitted the following facts: 

NAREB admits it does not know. It could, however, have found out by a 
simple inquiry from the Seattle Housing Authority. 

Sand Point Homes is not low-rent housing. It was built during the war, but 
as defense housing under the provisions of Public Law 671. Because-of the 





* Philadelphia Housing Authority Report for 1953, submitted March 29, 1954, p. 18. 


%P. 2348, House Appropriations Committee hearings on Independent Offices Appropria- 
se of 1955. 


“ P. 2350, House Appropriations Committee hearings on Independent Offices Appropria- 
tions Act of 1955. 
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continued needs of the Navy, this project of 200 units is still in use as defense 
housing—not low-rent housing... Since rents are charged in relation to the 
earnings of the Navy personnel, it is of course, natural that this project breaks 
even, and that no subsidy is required. 

NAREB confesses a lack of knowledge while attempting to use such facts 
as it has to attack public housing. Once again, here is negligence. 

Excluding the Sand Point project, 28 percent of the families in the Seattle 
low-rent projects are receiving public assistance. This does not include those 
receiving pensions or public benefits, but only those receiving public assistance. 
The oldest of the Seattle low-rent projects has tenants 41.2 percent of whom 
are receiving public assistance. It would be higher in the other projects except 
for the fact that they were formerly defense housing projects transferred to 
low-rent use only 2 years ago. 


The committee has been very kind in listening patiently to our views and our 
recital of certain facts gleaned from the annual reports of local housing authori- 
ties. For the past year we have endeavored through our local real-estate boards 
to obtain copies of many of these annual reports for our study. However, many 
housing authorities advise our boards either that they do not publish an annual 
report or, if they do, copies are not available. This year the Congress will give 
these local authorities $87 million. Next year it will be more, and more the year 
after, even if this requested expansion is rejected. 

We respectfuly urge therefore that you not only reject this proposed, expan- 
sion of the public housing program but that you proceed with a thorough investi- 
gation, not of the public Housing Administration—which is nothing more than 
the conduit through which the subsidy is drained—but of the 811 local housing 
authorities who are receiving the huge subsidies, to demand an accounting of 
their stewardship, and to examine into the special privileged class of Government 
dependents they are nurturing. We are confident that then you will not want 
to add your name to those who espouse the continuation and expansion of the 
public housing program. 


Public Housing Administration in rebuttal of the above allegations has sub- 
mitted the following facts : 

The Public Housing Administration and the local authorities operating low- 
rent projects throughout the country would welcome any investigation of the 
local authorities which Congress deems advisable. Such an impartial inquiry will 
reveal public housing as an essential program, administered in accordance with 
the statutory intent of the Congress to rehouse families in the lowest income 
group now living in substandard housing, in order to make possible the elimina- 
tion of slum conditions throughout the Nation. 


Again, I wish to reiterate our sympathy with the goals sought by this com- 
mittee—goals which we have long accepted as our own and which we have trans- 
formed into action through our Build America Better program. 

The upgrading of homes through rehabilitation of existing housing, continued 
construction of homes in excess of family formations, the shift of millions of 
families every year to higher incomes, and a stepped-up program where required 
for the payment of rental allowances to needy families by local welfare agencies, 
far outweigh the arguments of 1930 depression vintage that we are a Nation of 
the poor and the ill-housed and that we need to breathe more life into this off- 
spring of the depression—public housing. 

We appreciate your courtesy in listening to our arguments and we commend 
them to you for your sympathetic consideration. 


APPENDIX A 
PROPOSED AMENDMENT TO 8. 1800 


Re Federal insurance of urban renewal bonds 

Amend title I of the Housing Act of 1949, as amended, by adding the following 
new section at the end thereof : 

“Sec. —. The Administrator is authorized, upon such terms and conditions 
as he may prescribe, to guarantee the payment of principal and interest upon 
bonds, notes, and other obligations payable from special assessments (or special 
taxes in the nature of special assessments) imposed upon real estate and-issued 
by municipalities, counties, local public agencies, or other public entities for 
the installation, construction or reconstruction of streets, utilities, parks, play- 
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srounds, and other improvements necessary for carying out the urban renewal 
objectives of this title in accordance with urban renewal plans in urban renewal 
areas as defined by section 110 (a). The Administrator shall fix a premium 
charge for ally guaranty undertaken under this section which shall not exceed 
an amount equivalent to one-half of 1 per centum per annuin of the amount 
of such bonds, notes or other obligations for the term thereof, which charge 
shall be payable at such time or times and in such manner as may be prescribed 
by the Administrator. Contracts for such guaranties shall be deemed to be 
contracts for loans within the purview of subsection 102 (e) but shall not be 
deemed to be contracts for financial aid within the meaning of sections 105 
and 109.” 


EXPLANATION OF PROPOSED AMENDMENT TO PROVIDE FOR FEDERAL INSURANCE OF LOCAL 
URBAN RENEWAL BONDS 


Federal loans and grants to aid urban renewal under title I of the Housing 
Act of 1949, as amended, can do scarcely more than scratch the surface in urban 
areas that need some curative action against deterioration. Cities clearly need 
a method of financing municipal urban renewal costs such as those for planning, 
public works, acquisition and removal of adverse land uses that does not depend 
upon transfers of money from the Federal Treasury to the cities. 

One of the first urban redevelopment actions to move from the planning stage 
into construction was the Lake Meadows project of a little more than 100 acres 
in Chicago. Acquisition of the site cost the city about $14 million. Reuse value 
of the site, when it was sold to an insurance company for redevelopment. was 
set at about $2 million. The resulting $12 million loss will be borne two-thirds 
by the Federal Government and one-third by the city of Chicago. 

Some idea of the limited potential of this process is gained from the fact that 
Chicago, according to its planning commission, has a total of some 25 square 
miles that need some kind of corrective treatment. If you apply a Federal cost 
of $8 million per 100 acres to the 25 square miles in Chicago which need atten- 
tion, you arrive at a Federal cost for Chicago alone of more than $1 billion, or 
twice as much as Congress authorized in grants for all the cities of the Nation. 

After studying the possibilities under this formula, President Eisenhower’s 
Advisory Committee on Housing reported to him that if we rely on demolition 
alone and continue at the present rate, it will take us 200 years to get rid of the 
slums. 

Now gaining support throughout the Nation is a proposal to fill this gap in 
municipal finance through the benefit assessment principle. Under this plan, a 
delineated urban reviewal area would also be a benefit assessment district. 
Under State enabling legislation, to be presented at 1955 legislative sessions, 
urban renewal costs would be assessed against owners of property in the area 
being benefited, with each property owner being given 10 years in which to pay 
his assessment. The city would launch the program by issuing neighborhood 
conservation benefit assessment bonds, secured by assessment liens, but not by 
the general faith and credit of the city. 

In order to provide ready marketability for such bonds at favorable interest 
rates, it is proposed that they be federally insured, and that authority to issue 
such insurance, on the basis of an insurance premium, be placed in the HHFA 
Administrator through an amendment to title I of the Housing Act of 1949 as 
amended. 

Assisting a municipality to obtain a favorable interest rate to be made avail- 
able to renewal bonds will permit a more favorable interest rate to be made 
available to individual property owners on unpaid balances of their assessments 
over the 10-year period. The insurance premium of one-half of 1 percent of the 
amount of the bonds will provide an insurance fund out of which claims can be 
paid. 


APPENDIX B 


The following data is based on returns from 209 local real-estate boards. The 
communities mentioned are named in terms of the jurisdiction of the local real 


estate board and in some instances the designation is therefore in terms of an 
area, 
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Results of a survey by National Association of Real Estate Boards (March-April 
1955) on enforced and voluntary demolition of unfit properties 


i 
2 
7 


Rehabilita- 
tion under 
law enforce- 


Voluntary | Demolition 


rehabilita- under law Voluntary 


Name of board reporting S 
n I demolition 





ment tion | enforcement 

ee — —— — —— inline iain 

Alabama: 
Birmingham X xX x i; 
Florence_.. X Xx ; 
Mobik x 
Montgomery; X 

Arizona: 
Northern Arizona X xX x 
remy xX xX 4 

Arkansas 
El Dorado... x _ i 
Little Rock... X z 
Roe rs xX es p 
West Memphis X x 

California: i 
Arcadia xX x ? 
Azusa-Glendora x 4 
Berkeley xX x x 4 
Coronado... xX x t 
Fullerton. ..- xX 
Long Beach x ; 
Los Angeles xX xX 4 
Marin County xX x x : 
Oakland X xX * 
Ontario xX X q 
Pasadena xX x xX xX ; 
Richmond x xX 4 
San Diego + xX 

Colorado j 
Colorado Springs > 2 
Denver xX x 3 
Fort Collins x . 
Pueblo x x x 

Connecticut: New Haven me? ee ; 

Delaware | 
Kent County ; P etait ii Foe x 
Wilmington x 7 . x 

Florida: Miami... x : xX a 

Georgia 3 
Atlanta oa . x x x x A 
Pe bid ioe conn man cheknac ee dienttien ae ser eee 7.” © ea 

Idaho: | 
Coeur D’ Alene ocala ‘ ax s x 
Shoshone County ie é ei aed x 
Upper Valley -- ; ; cmlnatent | x po Sieiernedoigs x 

Illinois | 
Chicago TELA 06 piitietiaiinitenes x x 
IIT TIITIL-inva sigs apr ainy hn tepeebeectsliehdtie ated ae iceman de Xedos | | alten. "Seton < 
Decatur _. ioe x 3 
Sy ING, chidinpiiacamekons<tiocdeht le anti’) Wedbicactesbeueal x 


East St. Louis ; 
Evanston-North Shore... 


A 
A ' 


Indiana 


Waterloo 
Kansas: Hutchinson 
Kentucky 


Fort Wayne a ioe” ae eae a eee . ee ve ee ; 
Gary . betta i Ty ig tere le ¥ 
Indianapolis ; Sta x Sain ee x pees st 3 
Muncie , ‘ Easdeattaiecelne pusal x Sebi ctubacckee x q 
South Bend ; sca x pincigabinsaetl | x [nosidbpaee 3 
Iowa | é 
Davenport i x pou tet 3 
Des Moines ; ae x Cielowétude de x | x ‘ 
Dubuque-_._.._-- ssiristeditelincdiiaaatbeinaaed hie iii deCuptniclesinee ee | x 
Hardin County eee al aaa x et tein one 
Jackson County : Fodcteocies x tea —. x i 
x 
~ 
Covington... : AS danni tent | x aes xteis xX 2 
Lexington ets x Si ccciiaog anledaie deli ania ole x : 
Louisville oa coca ee) >» a | 


Louisiana: 


CIID ot i chnceteeinin iieel apbennudioeeddn Mpa iveathtnthinathelbag, x sgautiet ieee ahi x 
New Orleans... -. salen abndiniltitnea mat x x x ica 
Maine: Lewiston-Auburn pekntaied . x Diisiateeee x x 

Massachusetts: | | 
Cape Ann..._...-. = x = oe x 
Chicopee hee as since iret x 
ea ee ee x 


, ee 
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Results of a survey by National Association of Real Estate Boards (March- ipril 
1955) on enforced and voluntary demolition of unfit properties—Continued 





Rehabilita- . be 
aides adtabenadl coment tion under voune ary | Demolition | yojuntary 
Name of board reporting law enforce- rehabilita- under 1 +W Gemieiieian 
ment tion enforcement 
Minnesota: , 
Bemidji xX 
Rice County 
St. Paul ‘ xX x Si 
Mississippi: Greenwood x ) 
Missouri 
Carthage xX 
Kansas City x 
Ozark x r 
St. Louis x : 
Springfield a = 


-- - x 
Nebraska 
Lincoln 
Lincoln County ‘ 
Omaha A ie ; x 
Scotts Bluff 
New Jersey: Jersey City- 
New Mexico: 
A |buquerque---.. 
Colfax County - 


4 


nH 


MAH 


x 
Las Cruces 3 ‘ ; os ie x x 
Roswell — - Seese hci lead nse erer-atiouinta hii depinatiinine ois x 
lruth or Consequences x 
New York: 
Buffalo Ba x x 
New York City-- x x 
Otsego-Del 4 ee x - 
Saratoga. - - pobjsbagoas nd dpb aa € x 
CFU hd cb btin dias aotlap chdaicemene x ws x 
North Carolina: 
Charlotte. ..- x . x 
Greensboro Sled x 
North Dakota: Grand Forks_.. x X x 
Ohio: 
A kron__--- aed x ; x 
Alliance _. pails x 4 
Cineinnati x x xX xX 
Cleveland.. x to 
Dayton X xX 
Portage County -. xX xX 
Portsmouth. xX 
r Toledo otesoes x x x 
Oklahoma: 
: Bartlesville x 
; Blackwell- x 2 
4 Duncan x x 
Oklahoma City x x 
Ponca City x a 
Oregon 
Medford x x 
Portland x 
3 Yambill County x 
4 Pennsylvania: 
¢ Allentown_..... _- : 5 . x x 
Chester — . > owen Jee x xX 
Greensburg x 
Harrisburg ‘ x 
Philadelphia _-_--- ; Jscqees satante x x xX 
Pittsburgh : x x 
: Scranton 4 : ‘ ‘ = x ‘ 
% Williamsport... . : x xX 
: York i ; x 
a Rhode Island: Providence ! x x 
' South Carolina: Sumter-.- x xX 
t Tennessee: 
DEO T WI cn mecnmon el a ia peaise es x : 
| a a PR Serle sa x os able x 
Texas: 
& i. atnieanmidenhanntidenune eres pellieredaiie thee x ‘ A 6 Saco 
4 Big Spring-_...___-- KD dedacs = x PEAS bid ddd sia a hin 
Re Boks chi nets wt Rhee. oe wii ew aahatdiilbenss ets x 
San Antonio. .._...__- = ahaa x 
‘ Snyder ; ; c MSY pak, ; 4 
Utah: Salt Lake City_..........._._.- ti x x x 
Virginia: 
OS EEE eA a x aoe 
; Norfolk-Portsmouth -..........-..-- pied ahaa elmatod x 
: Richmond... ...............- : Sine dis x 
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Results of a survey by National Association of Real Estate Boards (March-April 
1955) on enforced and voluntary demolition of unfit properties—Continued 


Rehabilita- 


Voluntary Demolition , 
= yn under ae , ; , 
Name of board reporting ‘mong coal rehabilita- under law . aoe 
. tion enforcement emoution 


ment 


Washington 


Olympia “a a, _-seleamastiaal 
lacoma xX i le 
West Virginia q 
Charleston xX xX xX ¥ 
W heeling : xX xX : 
Wisconsin 
Eau Claire x xX 


Sheboygan 


Total 





THE Bui_p AMERICA BETTER COUNCIL 
NATIONAL ASSOCIATION OF REAL ESTATE BOARDS, 
Washington 6, D. C., May 2, 1955, 


To: John C. Williamson, secretary-counsel, Realtors’ Washington Committee. 
From: Charles T. Stewart, secretary, Build American Better Council. 

As requested, we are setting out below some of the highlights in results achieved 
thus far in the conservation approach to elimination of blight and slum condi- 
tions. They show the application of principles which NAREB’s Build America 
Better Council proposes and actively advances, i 

Charlotte: As of April 1, 1955, 10,540 substandard houses have been brought 
into compliance with the local laws since the commencement of the city’s enforce- 
ment program in 1948, at the urging of realtors. Also during that period, 1,413 
unsalvable houses have been demolished. in that way Charlotte’s housing code- 
enforcement program has affected nearly a third of the city’s housing supply. 
In the 6-year span. over 1,800 families from overcrowded or demolished dwell- 
ings have been relocated in rehabilitated units and privately built new units. 

Cincinnati: The city’s housing division’s 1954 report lists the following achieve- 
ments in the realtors supported code-enforcement program. 45,673 inspections; 
2,077 buildings brought into compliance; 41 buildings condemned; 106 buildings 
demolished ; 479 dwelling units eliminated ; 970 fire escapes erected ; 1,150 private 
toilets installed ; 418 private sinks installed ; 309 baths installed ; 14,165 windows 
repaired or replaced; and 3,456 gutters and downspouts repaired or replaced. 
Total value of all permits issued under the city’s enforcement campaign was 
$3.9 million. 

Detroit: This city’s committee for neighborhood conservation and improved 
housing, in which realtors take a leading part, has embarked upon one of the ' 
country’s most ambitious programs of housing rehabilitation and neighborhood 
conservation. In a little more than a year, this 34-member group (composed 
equally of city officials and civic leaders) has accomplished the following: 1. De- 
veloped a comprehensive city planning approach to the neighborhood conserva- 
tion problem; 2. Delineated residential sections into general-planning areas; 
3. Selected 46 neighborhood areas for analysis; 4. Made block-by-block surveys 




























of the 46 sites; 5. Analyzed the social and environmental characteristics of the La 
46 conservation neighborhoods; 6. Selected an 8-block pilot area in which all }i 


structures were inspected for housing, sanitation, and fire prevention compli- 
ance to review and observe enforcement procedures; and 7, Surveyed more than 
4.000 dwelling units in 2 conservation neighborhoods with respect to facilities, 
maintenance, occupancy, and environment. 

Kansas City, Mo.: Since 1952, city inspectors have inspected 19,980 dwelling 
units; issued 10,389 orders for compliance; secured 8,394 compliances ; ordered 
52 buildings demolished or vacated. Realtors helped establish this program. 

Louisville: Among the major achievements of this city during 1954 were: 
1. Establishment of a new department of housing conservation and renewal to 
coordinate the overall housing inspection and neighborhood conservation pro- 
grams; 2. Approved on July 14, 1954, a new ordinance for minimum standards 
for habitable buildings; 3. Set up a mayor's citizens advisory committee on 
housing; 4. Outlined two pilot neighborhoods for full-scale code enforcement 
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and public-works improvement; 5. Held a J-day (junk day) for the two areas 
with the city furnishing trucks to haul away debris that had been littering the 
neighborhoods for years. Adding impetus to the city’s program has been the 
positive action of realtor Michael J. O’Dea, Jr., who teamed up with two builders 
to buy dilapidated houses for rehabilitation in neighborhood-conservation areas. 
Che trio formed a corporation and will completely rehabilitate its first single 
family structure after which the house will be sold or rented. Next project for 
the firm will be a 2-family structure, then a 3-or-4 family unit, and on up to a 
group of row or party-wall houses. All the work will take place in two neigh 
borhoods and will serve as an example of what can be accomplished through 
rehabilitation for the low-income occupants. For instance, the firm expects the 
first single-family house to rent for about $40 monthly, should they put it on 
the rental market. 

Newark: The city has covered the major part of its 350-block area which is 
scheduled for house-by-house inspection, with 220 blocks completed as of April 
1955. A centralized housing bureau within the city handles all dwelling inspec- 
tions and turns all necessary cases over to a special housing court for handling. 
The court was formed at the suggestion of a citizens advisory group headed by 
Realtor Agnes Coleman. Plans have been made for study of modernization of 
local housing code. 

New Orleans: Approximately 1,500 dwelling units were rehabilitated, plus 
1,500 with work in progress last year under the community’s area-by-area en- 
forcement program launched with the aid of realtors in April of 1954. It is esti- 
mated that some $5 million was spent by property owners repairing the units. 
This year the city expects to cause the rehabilitation of 5,000 units and plans 
to continue at that pace each year until the community's estimated 45,000 blighted 
units are in compliance with the law. 

New York City: Additional evidence that the large metropolitan cities can 
successfully tackle blighted neighborhoods is offered by the Nation’s biggest 
city. Early last year New York City embarked on a permanent, citywide block- 
by-block law-enforcement campaign to bring dwellings into compliance with lo- 
cal ordinances. The city’s chief magistrate estimates that by September 1955, 
about 100,000 dwelling units in the city will have felt the impact of the program. 
As of January 4, 1955, a total of 97 percent of the 3,240 property owners who 
were cited last July have eliminated violations. This group was given until 
January 4, 1955 to bring their properties into compliance. The 93 owners who 
failed to pass inspection were given until January 25, 1955, to make necessary 
repairs or face criminal complaints. 

Meanwhile, during a 10-month period last year, the city’s housing and build- 
ings department made a house-by-house, block-by-block inspection covering 90 
percent of the Harlem area. 

In another action to combat blight and inadequate housing conditions, the 
mayor is urging his city council to modernize the community’s multiple dwelling 
law to bring it up to present-day standards. The Real Estate Board of New 
York recently created a committee to work with the city administration 
forcement of the laws relating to muitifamily residences. 

Across the river in Brooklyn, officials recently opened a drive to bring 17,000 
deficient dwelling units into compliance with local-housing codes. 

Philadelphia: A new comprehensive dwelling code, coupled with a far-reach- 
ing program for uplifting the city’s downtown area, is the outstanding gain for 
this metropolitan center. In addition, the city has centered all enforcement pro- 
visions of the recently enacted code in a new department of licenses and in- 
spections. 

The Philadelphia Real Estate Board’s Committee on Rehabilitation is work- 
ing closely with the city in a public education plan on the new housing regula- 
tions, and is also helping property owners with technical advice on bringing 
dwellings into compliance with the law. In each of the four pilot areas of the 
city in which firm code enforcement is launched, the board is providing the serv- 
ices of a realtor who will serve with representatives of schools, churches, and 
health and welfare agencies on neighborhood committees designed to promote 
understanding and compliance with the new ordinance. 

San Francisco: Kickoff meeting of the city’s newly appointed citizens partici- 
pation committee for urban renewal was held on January 4. This group will 
spearhead San Francisco’s slum prevention and housing rehabilitation cam- 
paign. Committee chairman is the retiring president of the San Francisco Real 
Estate Board. Also serving on the unit will be a widely representative group 
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including architects, builders, lenders, labor leaders, and key city officials. Ini- 
tial objectives of the group include getting the city’s health, fire, and building 
inspection forces doubled, plus embarking on a visual education campaign tv 
show property owners how to improve values and raise income through rehabili- 
tation of their units. 
The committee recently recommended that the city employ 10 additional health, 
fire, and building inspectors to help step up the slum-prevention program. Results 
of the city’s 12-month inspection of an 18-block area were recently announced, 
Inspectors surveyed 413 buildings housing 10,341 occupants. The inspectors 
issued 244 notices to correct housing violations on these structures, and a total 
of 170 buildings have been rehabilitated, 60 have been vacated, 2 demolished, 31 
condemned. 
In mid-December 1954, the city commenced a block-by-block survy of a 19-block 
area to determine renewal needs. 
Norristown, Pa.; Every 2 years, for the past 6 years, Norristown realtors have 
volunteered their services to inspect personally the community’s estimated 9,000 | 
dwelling units to uncover possible hazards and code violations. The first inspec- 
tion uncovered some 365 properties with main structure conditions or defects 


Nadiad atime SW i tts a iniatinc snap iiaatds 
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requiring immediate attention, or the elimination of outside privies. As of mid- | 
April 1955, all but about 12 of these major hazards and violations had been | 
eliminated and action is underway to wipe out the remaining noncode compliance | 
cases before the end of this year. 

You may also be interested in some details of what Realtor Peter Turchon, of 
soston, has personally accomplished in providing low-cost homes through rehabili- 


tation. He was cited by a national trade publication as the one person “who has 
done more to prove that old houses have value, than almost any other man.” 
During the 29 years he has been in the home-improvement business, his firm 


Rede Pb as A mar ani ee. * ab, 


has injected new economic life into literally thousands of dwellings. He buys, 
rehabilitates, and sells an average of 500 homes each year. His 7 sales offices, 

26 salesmen, and multimillion dollar business provide ample proof that outdated : 
homes can be brought up to modern living standards for even the low income j 


families. In his latest salesbook of property listings, he displays modernized 
homes at prices ranging from $4,900 (total cost for a 2-family structure) to 
$29,000 for a 4-family apartment and 4 stores. In between are 17 1-family houses 
with an average price, after rehabilitation, of $7,963 ; 32 2-family buitdings aver- 
aging $9,090; 38 3-family houses at $10,989; 6 4-family houses at $12,180. 

We have some very good before and after photographs of dwelling units that 
have been rehabilitated for the low-income group. If you would care to see some 
of these and pick a few for your possible use on the Hill, let me know and I will 
be glad to go over them with you. 

Sincerely, 

CHarRLes T. STEWART, Secretary. 
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Federal income taz liabilities 1953, by income distribution and size of families 













: Percent ies Average d Percent 
Percent income oe of} “distri. | AVeTage | ‘tax lia- | Total tax levy > — cumula- 
families bution income bility of to tive 
ansaaienihinineienete-sccigiiaetmidpadl _ | | = 
- | | 

$0 to $1,000____- oo] 2, 866, 000 5.7 $498 | 0 | 0 | 0 0 
$1,001 to $2,000 ..-| 5,433,000 | 10.8 1,517 | $44 | | $239,000, 000 0.8 | 0.8 
$2,001 to $3,000____- 6, 488, 000 | 12.8 2, 513 | 131 | 1 850,000,000 | 2.8 3.6 
$3,001 to $4,000 - - 7, 399, 000 | 14.6 3, 513 215 | ' 1,594, 000, 000 5.3 8.9 
$4,001 to $5,000 7, 247,000 14.3 4, 488 | 315 2, 285, 000, 000 7.6 16.5 
$5,001 to $6,000 __ 6, 276, 000 | 12.4 5, 468 | 474 2, 975, 000, 000 | 9.9 | 26.4 
$6,001 to $7,500. . - 6, 240, 000 12.3 6, 696 655 | 4,090, 000,000 13,7 } 40.1 
$7,501 to $10,000 4, 834, 000 9.6 8, 521 | 884 | 4,275,000,000 | 14,2 | 54.3 
$10,001 to $15,000_ 2, 273, 000 4.5 12, 092 1,422 | 3, 235,000,000 | 10.8 65, 1 
Over $15,000 1, 494, 000 3.0 28, 306 7,001 | 10, 457,000,000 | 34.9 100.0 
Total... 50, 550, 000 100.0 5, 372 593 30,000, 000, 000 100.0 100.0 


| The total tax levy of the $0 to $4,000 income group is $2,683 million, but this includes unattached individ- 
uals. $2 billion tax levy represents a reasonable estimate of family tax liability in this income group. 


Source: March Survey of Current Business, U. 8. Department of Commerce. 
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; APPENDIX E 
Distribution of family personal income in 1950 dollars for families and 
| unattached individuals before Federal tares 
| 
| 1985-36 1941 1950 2 
— 
| Numbers, in thousands 
i 
ier $1,000 7,478 6, 232 }, 861 
$1,000 to $1,999 11, 231 8, 236 7, 464 
$2000 to $2,999 7, 959 7, 643 &, 091 
43.000 to $3,009 +, 709 6, 4538 8, 586 
Total 31, 377 28, 599 28. 002 
$4.000 to $9,999 6, 074 11, 356 18, 342 
$10,000 and over... 959 1,415 2, 546 
Total — 38, 410 41, 370 45, SYO 
Percent distributior 
ler $1,000 19. 5 15.1 8.0 
$1,000 to $1,999 29. 2 19.9 15.3 
$2,000 to $2,999 0. 7 18. 5 16.5 
$3,000 to $3,999. 12.3 15.7 17.5 
Total 81.7 69. 2 57.3 
$4,000 to $9,999 15.8 7.4 37.5 
$1 0 and over ceeece 2 : 4 Ps 2 
Total 100.0 100. 0 100.0 
Review of Economics and Statistics. February 1954, p. 5, table 3 
2 Survey of Current Business, March 1955, p. 13, table 10 
APPENDIX F 
Change in the number of families, by income class, 1949-53" 
' 
{In millions] 
To $3,999 $4,000-$7,499 Over $7,500 Total 
| Tc sce catalan tener tn a tte ea tan 5 21.6 18. 8 7.7 48. 1 
j Epeen.ccccpaqenendsdeesahettdedbudeumindes nanidien 28.9 12.0 3. 6 44.5 
j oes 7 la eatin 
j | 
j i a 7.3 | +6. 8 +41 +3.6 
| Decrease in incomes under $4,000. - ee 7.3 | " 
' Increase in incomes over $4,000- _- i 10.9 mae S tiessiedindie ‘. 
a SL panisetunnibeecoian é . anaielnes $3, 750 
DOG SR isin Harta SbdivuscchibebbtiacddBiiuimsbnniceine a sbinitinaiatiacdl $5, 080 


' 

| Income distribution data are not yet available for 1954. The income distribution is taken from the 
Federal Reserve Bulletin, July 1954, p. 701; the figure for the total number of families is based on Census 
release of Dec. 20, 1954, and p. 576 of the Federal Reserve Bulletin, June 1954. The figures are, of course, 
rough, but indicative of the facts. 
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APPENDIx G ' 


Distribution of income after Federal tares for families and unattached ; 
individuals ; 

2 

[1950 dollars j 


Number with income 1950 1951 1943 


Numbers, in thousands 


‘eel == 





Under $1,000 3, O78 3, 350 2, OXt 
$1,000 to $1,999 7, 940 6, 541 5, OF 
$2,000 to $2,999 8, 664 7, 849 7,173 é 
$3,000 to $3,999 9. 109 8, 763 8.2 t 
| ] 29. 691 24 360 
$4.000 to $9,999 17, 141 23, 20 } 
1 2, O58 2, 420 2, OR4 4 
Potal 48, 890 49, 480 50, 55 j 
Percent distribution 
Onder $1,00 8. 1 6.8 9 
$1,000 to $1,999 : 16. 3 13. 2 11.8 
$2,000 to $2,999 17.7 15.9 14. 2 H 
$3,000 to $38,999 18. 6 17.7 16. 4 ; 
Total 60. 7 53.6 48.3 : 
$4,000 to $9,999 35.1 41.5 45.8 
$10,000 and over ‘ 4.2 4.9 5.9 
j 
Total 100. 0 100. 0 100. ( i 
| 
Source: Department of Commerce. 
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Projected number of households and after-tares income distribution, 1950-65 
















1955 1960 ! 





1965 ! 





Numbers, 





in millions 


$2 000 to $3.999 15 


lotal 21.8 16.0 12.6 9.1 
$4,000 to $9,999 20.0 29.2 35.0 40.8 
$10,000 and over 1.8 2.6 3.3 4.9 











Total : 43. 6 47.8 50.9 54.8 


Percent distribution 












Under $1,000 { ‘ 
$1,000 to $1,999 . 8 $7 
$2,000 to $3,999 


“Ibo 
nw 









Total 33. 5 24. 6 16. 6 
$4,000 to $9,999 : 45.9 61.0 69.0 74.5 
$10,000 and over ; 


Total 











1955 dollars 
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APPENDIX I 


EIGHTIETH Districr Court, 
Houston, Tex., December 28, 1952. 
Mr. E. A. EVERSBERG, 
Executive Director, Housing Authority, 
Houston, Tez. 

Dear Mr. EverssereG: In response to your request that I withdraw or apologize 
for a remark, made by me on November 19, 1952, to a litigant in the trial of a 
case involving the custody of a young child, that San Felipe Courts was not 
a proper place to rear a child which she proposed to keep there, and your subse- 
quent acts, permits me to say in limine, that it is with regret that I quote from 
the criminal records of this county, because this will revive old memories that 
can only serve to reflect upon the San Felipe Courts but by your actions in the 
matter, you leave me no other choice. 

Let me also say here, that I am not opposed to public housing, neither do I 
have any enmity toward the courts or anyone in it but when it becomes neces- 
sury to pass upon the custody of a child, | care nothing about what you or any 
group of persons say or think of my ruling, and do not propose to submit to any 
pressure or intimidation by anyone. 

So far as I am concerned, the remark was true and I neither apologize nor 
retract it. I have told many couples in the past, including some from San Felipe 
Courts, that their homes were not a proper place for their children and none 
ever became enraged at this but rather did they seek to improve such condi- 
tions. It remained for you to work up such emotion of anger that you com- 
pletely lost your temper and balance and have sought to make a public issue. 

On November 25, 1952, you staged a supposedly spontaneous mass meeting 
after the San Felipe Courts were thoroughly covered by you with written circu- 
lars, a copy of which I now have, calling your tenants to action. Your exhorta- 
tions and language at this meeting would lay a soapbox radical to shame. You 
evidently accomplished the result you were aiming for, and that is to stir 
up the emotions of your tenants and fan the flame of class hatred which pro- 
duced subsequent veiled threats of personal violence to me. You got the publicity 
you desired and made a hero of yourself for a day. 

So fearful of the effect of your actions in this matter were some of your 
superiors that they rushed to your rescue. The mayor says: “It is unthink- 
able that anyone would make that kind of statement about San Felipe Courts.” 
I wonder if he has forgotten the scandals involving your immediate predecessor 
and the many accounts appearing in the daily newspapers of crimes emanating 
from San Felipe Courts over a period of years. His memory is, to say the least, 
exceedingly convenient for you in this controversy. Mr. Redfield, one of the 
housing authority commissioners, seems to be similarly weak in memory. 

The newspapers quote you as saying you might take this matter to Wash- 
ington. For your information, permit me to say I have no fear of Washington. 
If you think Washington has any authority over a State district judge, you are 
grossly ignorant, If you were bluffing, I will relieve you of this task. I shall 
report it to Washington myself. I hope you are not afraid of losing your fat 
juicy job from Washington. The last report I had was that this political plum 
was dropped in your lap and pays $12,000 per year without any requirement as 
to experience or qualification therefor. Your net salary exceeds mine by 8375 
per year and it took 25 years of hard work on the bench for my salary to reach 
this figure. Even at $12,000, your salary is $3,000 less than your predecessor's. 

And now, as Mayor Holcombe says “facts will tell.” Let us see what the 
official criminal records of Harris County, disclose. The figures quoted herein 
are not complete because I was unable to locate all the records due to lack of 
time and opportunity, but I think these will suffice. These records are from the 
police department, the crime prevention bureau, the probation department, the 
sheriff’s department, and a few from the morals division of the police depart- 
ment and disclose the following: 


Cases handled by the crime prevention bureau : 1943 to Dec. 1, 1952, total... 899 
From the police department: 1948 to Dec. 1952, total__..._..._...._...... 2, 078 
From the probation department: 1951 and 1952, total__...___._--_----_-~-- 16 
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For the past 10 years, the yearly total of cases are as follows: 


I made no effort to obtain such cases for previous years. 


Cases handled by the sheriff’s department: 1952, total 
Cases from the morals division, police department: 1951-52, total__._._~_- ; 


The total of cases from all these divisions for the period of 10 years is 3,028. 
This amounts to an average of 302 cases per year. These cases consist of crimes, 
murder, rape of little children, sodomy, aggravated assault, burglary, theft of 
automobiles, other felony thefts, and numerous misdemeanors such as shoplift- 
ing, stealing, affrays, disturbance of the peace, drunkenness, sex crimes, child 
delinquency, prostitution, possession and sale of narcotics, and many others. 

During the year 1951 and 1952, the drunks totaled 56. 

In 1951 and 1952, 14 women from San Felipe Courts were arrested for prosti- 
tution and narcotics. 

On July 5, 1952, a girl aged 14, was prostituting on the streets and her delin- 
quency started while living in San Felipe Courts. 

On May 6, 1952, a girl, aged 15, who lived at San Felipe Courts was arrested for 
associating with prostitutes. 

On October 10, 1952, a woman was arrested in San Felipe Courts for vagrancy 
and prostitution and there are now 12 felony charges pending against her. 

During 1951 and 1952, at least 4 people in San Felipe Courts were arrested for 
the possession and sale of marihuana, 2 of these are now in the penitentiary. 

On November 11, 1952, a girl, aged 16, who was reared in San Felipe Courts, 
was tried by me and convicted of.prostitution in Galveston County and was 
paroled to her relatives. 

On December 2, 1950, several girls were ordered to the reformatory for having 
Sex parties on the lawn of San Felipe Courts. 

A certain girl, known as a call girl in the trial of the Lyles case in the Federal 
court, gave her address as the San Felipe Courts. 

On June 8, 1951, a 10-year-old boy who had been chained to his bed with a 
cow chain around his ankle for a period of 3 days was released by the police 

On September 25, 1951, 2 girls were sentenced for 2 years in the Criminal Dis- 
trict Court for theft in the racket known as the phone game. One of these girls 
lived in San Felipe Courts. 

On February 22, 1951, it was disclosed in a divorce suit that a wealthy Houston 
industrialist lived in San Felipe Courts with his bride from September 1944 to 
December 1945. 

On May 31, 1948, a certain member of the city council became engaged in a 
fight with a 22-year-old divorcee and the police were called. 

On another occasion, a man living in San Felipe Courts was sentenced to 6 
months in jail for assault upon a boy. 

On December 2, 1952, a mother living in San Felipe Courts left her 4 children, 
aged 8 months to 4 years, at home alone and remained out until about 1 o'clock 
in the morning and on December 2, she was reported as being drunk, disturbing 
the peace, and the children as being neglected. 

On December 2, 1952, in San Felipe Courts, a mother with 3 children was re- 
ported as being an alcoholic and remained out until 12 o’clock at night and 
created a disturbance when she came home. The youngest child, 11 months of 
age, was sent to Jefferson Davis Hospital as being undernourished. 

On February 18, 1949, in cause No, 61,025, a resident of San Felipe Courts was 
convicted with assault with intent to rape his own daughter and was sentenced 
to 75 years in the penitentiary. 

During the year 1949, a man and his wife who resided in San Felipe Courts, 
made a written confession to the offense of a sex party held in their home with 
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six little boys present and of unnatural sexual acts performed by them and by 
some of the boys of a nature so base, vile and horrible as to be unprintable. 

The cases cited above are but a very few of the many criminal violations oc- 
curring in San Felipe Courts and by residents of San Felipe Courts that space 
does not permit giving the details. 

Now, Colonel, when you talked with me sometime ago, you stated that since 
you had taken over the courts some 3 months previously, things had gone through 
a decided change and it was now a model, moral, decent place. As to a great 
many of the people who now live there, you are probably correct because I know 
there are many good people, living in San Felipe Courts but let us see what the 
records disclose as to some of the others. During the months, September, Octo- 
ber, and November, 1952, the records of the county show 83 cases from the courts 
of which 8 were drunkenness, 1 was a sodomy case and 1 was a case where a man 
raped a 44-year-old little girl in his home in the San Felipe Courts. 

San Felipe Courts is not known in Houston alone, but the officers in the city 
of Galveston are likewise acquainted with it. During the year 1952, one girl 
who had lived in San Felipe Courts was arrested for prostitution there. Three 
boys were arrested for stealing out of automobiles and one of these boys in 1950 
was charged with shoplifting at a store in Houston and was placed on probation 
at that time. A boy, 19 years of age, was arrested in a stolen automobile with 
several young boys in his company. These cases are from the police department 
records in the city of Galveston, and the records were not checked prior to 1952. 

The records from which the figures above were obtained are now in. my 
possession and if you or any member of the housing authority or the mayor wish 
to check them over, they will be available to you at your pleasure. 

And now, Colonel, since you have taken such a great offense at my remark about 
the San Felipe Courts and claim that it is an insult to the people there, I wish 
to call your attention to the next paragraph and when you read it, I think you will 
admit it is not I, but you, who have insulted the good people out there and blacken 
the fair name of the San Felipe Courts. 

In the issue of December 15, 1952, of the Houston Press, appears an article 
by Mr. Carl Victor Little in which he copies verbatim a decree issued over your 
official signature to the residents of the Houston Authority in Houston (which 
includes the San Felipe Courts) you used the following language: 

“* * * Tn the face of the acute need for adequate housing for large numbers of 
the city’s population and the growing resentment of the public that we are giving 
shelter to some illegitimate families * * * 

“* * * the Housing Authority of the city of Houston has felt the need to adopt 
a firm and positive policy regarding illegitimate motherhood of persons living in 
our projects. 

“As of January 1, 1953, the following will be the policy of this authority: 

“Cases of illegitimate motherhood of any member of a family living in any 
of the projects of this authority will be cause for immediate eviction of the 
family. This applies to all cases of illegitimate pregnancy occurring after 
January 1, 1953. 

“* * * We feel that we cannot condone such practices.” 

What greater insult could anyone heap upon a father living in San Felipe 
Courts than this. It comes as a great surprise to me, your statement that there 
is growing resentment of the people about you giving shelter to illegitimate 
families. I had never heard of this and I am shocked to learn it, and I doubt 
the truth of your assertion. You and the commissioners of the Houston Housing 
Authority should be ashamed of taking this kind of a position. If there does 
exist some illegitimacy in your courts, it occurs to me that such a harsh remedy 
as this need not be indulged in. A more desirable result could certainly be ob- 
tained in a more humane, sympathetic, and kindly policy of quietly requesting 
any such persons as you mentioned to remove themselves from your sacred pre- 
cincts. The attitude displayed in your letter is indeed a backward step. It 
takes us back to the Dark Ages when unfortunate girls were branded and cast 
aside. The more modern method is to treat such cases humanely, with kindness 
and sympathy and no notoriety. You would by this method of yours put the 
stamp of shame upon some unfortunate girl whose only sin was that she had 
loved not wisely but well. If this method of which you speak in your letter is 
followed, you will place upon the tearful and sad forehead of this unfortunate 
girl the scarlet letter of shame, you will cast her out of your housing project 
to the wolves in the cold and cruel world and condemn her to a life of shame, 
to live the life thereafter of disgrace and make her an outcast forever. I think 
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Mr. Carl Victor Little deserves a vote of thanks from all well-meaning people 
for having exposed in the public press this terrible outrage, and when a copy 
of this letter which I shall send to Washington reaches the hands of an executive, 
I am very much afraid that it will write finis to whoever is responsible for its 
creation. 

I close this letter with a hope that you or someone else in authority in the 
Housing Administration will withdraw this letter of indictment and substitute 
in its place a more humane, kind and sympathetic approach to the subject thereof. 

Very truly yours, 
Roy F. CAMPBELL, 
Judge, 80th District Court. 


APPENDIX J 


Examples of privately constructed low-cost homes (1952-55) 


Location Builder Sales price red 
st | 
Arizona: Phoenix__.-- : Mel Decker, Farmer & Godfrey Construction Co__ $6, 850-$7, 700 (2) 
5, 880 $36 
Arkansas 
Jacksonville : ...| Jack Collier East & Co et a 6, 000 39 
Block Realty Co ; : 5, 750-6, 000 Q) 
Little Rock__. 4 4. L. Wooten._-_. i 7, 500 52 
Pine Bluff : Bralei Homes._.. ie “ Ll 8, 350 (2) 
California 
Chula Vista H. H. Johnson___. Sod Sabb & B.&% 8, 100-8, 850 (2) 
Cupertino (Bay area) Stern & Price, Inc ’ 7, 500 (2) 
E] Cerrito Earl W. Smith 8, 965 (2) 
Lancaster : K. Sande Senness 8, 675 62 
Norwalk 3 Volk-McLain Co peek 6, 990 58 
Pomona.__..- Edwin A. Tomlin, Los Angeles._______- a 8, 500 () 
Pittsburg Earl W. Smith 6, 495-7, 495 () 
San Bernardino Walter Bollenbacher and Louis L. Kelton, Los 8, 850 (2) 
Angeles 
Whittier__ do teachsotn dans sidiosdntnaba -_ 7, 350-8, 650 (?) 
Colorado 
Colorado Springs Rhue-Barker Builders i ; 6, 695 (2) 
Denver B. W. Fellers. - — its ‘ .| 6, 350- 6, 950 44—49 
Frank Pryor a sills eiiieaeaiiic 6, 131- 7,000 48-54 
Fred McIntosh... __- 7 zs _..| 6, 650— 7, 250 46-49 
Cy Gamble en Se 6, 000— 7, 000 42-49 
Max Tichy ae ; dein Risen aie 50-54 
Delaware: Wilmington Don Loftus__- “ a ee 5, 650— 8, 250 37-52 
Florida 
Jacksonville Cowart Bros : _ 5, 900 36 
Stockton-Whatley Davin & Co... . 7, 800 () 
Walter R. Crabtree Co_- - 4 9, 600 (2) 
Joseph H. Bryson ; 8, 050- 9, 350 | (2) 
{iami ; Cravero Constructors, Inc_- 8, 950 62 
North Miami Beach Babcock Co 9, 600 62 
Illinois: Chicago Best Built Co 9, 500 (?) 
Indiana 
Fort Wayne Royal Metcalf tek ars > Lob bees 7, 000 (2) 
Gary : The Major Corp , "a ..| 8, 500- 9, 650 (2) 
Richmond “ Richmond Builders, Inc. Din pamela 7, 100 (2) 
South Bend Place & Co cee 6, 295 (2) 
Kansas: 
Wichita : M. K. Gentry__.. s = ee ae 6, 700 (?) 
Kansas City Winn-Rau Co ean 7 oe 7, 650- 9, 100 ) 
Louisiana: New Orleans Gem Homes, Ine ...| 6,325- 6, 850 | (?) 
Aurora Development Co | 6, 600-— 6, 900 (?) 
Massachusetts: Somerville Chas. F. McLaughlin 6, 300 (?) 
Michigan | 
Dearborn Alexsy Sons Building Co : ; | 7, 250 45 
Fort Dearborn Building Co _....| 5, 700- 6, 950 38-43 
Detroit Barnes & Graddis . ’ 6, 400 46 
Saline Hannah Construction Co 6, 750 42 
Missouri: St. Louis C. F. Vatterott, Jr ; : Aten 8, 450 | (?) 
Nebraska: Lincoln Witt & Juckette ele tgiiheesd a a 5, 400 (?) 
New Jersey | | 
Newark | Albert Reniero , . ‘ = 7, 000 | 42 
North Cape May. | Carl T. Mitnick and Charles Wright_.._.___.--- re 5, 490 | 34 
New Mexico: | 
Albuquerque... -| Tom Flanagan Hh ae ae eee | 4, 750 | 40 
Sante Fe ; .-| Allen Stamm & Associates. ............-........-.. | 6, 500 | (?) 


See footnotes at end of table, p. 369. 
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Examples of privately constructed low-cost homes 


Location 


New York 
Bay Shore, Long Island 
Centereach, Long Is- 
land. 
Greenburgh 
Lindenhurst, 
land, 
Shirley, Long Island 
North Carolina: Charlotte. 
Ohio 
Cleveland... 
Columbus. - 
Hamilton 
Maumee ; 
Oklahoma: Tulsa 
Oregon: Portland 


Long Is- 


Pennsylvania: McKeesport 
Tennessee’ Memphis- 
Texas 
Arlington 
Borger -. a ne 
Corpus Christi-_.........| 


Dallas - - 
El Paso... | 
Houston 
| 
PGC as cipnowmennes | 
a | 
BOR: DOGGIE. .cnnnswesinn 
| 
Vhite Deer 


Wichita Falls_- 
Utah: Salt Lake City_......| 
Washington: Olympia-.---. | 
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Builder 


Edward W. Doyle and Harold F, Goetz... 
Leon E. Giuffreda (agent 


Carnoy-Wolter Construction Co 
Par-Sen Realty Corp (agent 


Mastie Homes, Ine 
Triangle Development & Sales Co 


Keyes Treuhaft 

C. F. Vatterott, Jr.. 
George Hicks. ._. : 
Dunn & Brott, Toledo 
Large number (Tulsa Real Estate Board 
G. A. Norbraten & Son... 

Leo C. Rush 

John M. Wunderley 
Freeburg Bros-_-.. 


8. R. Franck and Morris Silberman 
R. G, (Dick) Hughes 
R. O. Woodson ig 
Centex Construction Co 
Likins-Foster ‘‘A’’ Corp 
Graham & Crozier 
Southwest Ateriean Houses 
Jacinto Oaks 
Sparks Bros. Construction Co 
Paul Wolf 
R. G. (Dick) Hughes. -_._-_- 
Selina od 
Cassidy Building and Material Co 
E. J. Burke & Son . 
Kenneth Browne, Builder 
Nogalitos Lumber Co-_.- 
Quali-Cut Co 
Van Buren Lumber Co 
Westbrook Lumber Co 
Lynn Hughes. . 
R. G. (Dick) Hughes 
Alan Brockbank ....--- 
Kiewest Builders... - 


1 Approximate monthly cost including taxes and insurance. 


2 Not available. 


(1952 


55)- 


$7, 790 


, 500- 


, 000 


350 


i, 750 
5}, 000- 
, 750 
, 900 
, 600 
5, 000 
, 000 
. 950 
, 000 
. 750 


, -0- 
5, 000 
, 000 
. 000 
3, 000 
, 475 
5, 000—- 
5, 000- 
\, 750- 
, 500 
|, 500 
, 090 


5 


é 


5 


6, 


&, 


x‘ 
g 


6, 


~ 
Q 
y 


6, 


‘ 
8 
5 


6 


Q 


5, 990 


, 990 


5, 999 


700 


, YOO 


500 
, 450 
, 950 
500 
, 500 
, 000 
, 000 
, 900 
, 999 


, 450 
, 000 
50 
, 650 


300 


8, 45 


s 


9 


, 450 


7, 000 
3, 500 


, 450 


700 


369 


Continued 


Monthly 
cost 
@ 
$43 
(2 
44 
42 
36-42 
(2 
fe) 
61 
Q 
(2 
68 
(? 
50 
43 
Q@ 
64 
43 
5O 
(2 
(2) 
42 
42 
42 
42 
(2) 
42--48 
42-45 
@) 
34 
(2) 
(?) 


NortEe.—Most of the homes are no-downpayment financing under VA or 5 percent under FHA. 


Source: National Association of Home Builders and correspondence with builders, 
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APPENDIX K 


[Advertisement from the Washington Post of Wednesday, September 30, 1953] 
HAVING INCOME TAx PROBLEMS? 


Recent large flotations of United States housing and other tax-free bonds have 
glutted the market to the extent that many sound State and municipal bonds are 
selling to afford a higher tax-free yield than has been available in years. We will 
be pleased to submit offerings. 


Goopwyn & OLps 
INVESTMENT BANKERS 
903 American Security Building 
Members Washington Stock Exchange 
APPENDIX L 


Excerpts from Columbus Public Housing Study, Citizens Research, Inc., Columbus, Ohio, 
1952] 


TasLe S.—Number of ineligible (overincome) tenants in low-rent housing 
projects, Columbus Metropolitan Housing Authority, by quarters 


Period ending— 


| | i 
Jan. 31, |Apr. 30,|\July 31,| Oct. 31, | Jan. 31, | Apr. 30,|\July 31, 
1951 1951 1951 1951 1952 | 1952 | 1952 




















Total number tenants end of period..-.| 1,352} 1,352 | 1,352! 1,352] 1,352] 1,348 1, 346 
Incligibles Poindexter Village. ..........---- 10 10 | 15 21 14 | 16 | 24 
Ineligibles Lincoln Park homes_-_-.......------ 25 16 | 11 21 25 | 16 | 10 
Ineligibles Riverside homes 9 | 26 17 16 | 6 6 
Ineligibles Sullivant Gardens 31 | 35 20 21 | 22 25 

Total ineligibles end of period-....-.-..- 66 | 87 79 76 60 65 

—— — == eee Se eS | — — — 
Ineligible tenants at end of previous period __- 110 | ~*~ 73 | 66 87 79 | 76 | 60 
Tenents determined ineligible during period __} 40 ~" 39 | 55 54 45 | 32 36 
Total before removal of ineligible 
tenants. __- _..| 180 12} 121 41} 124] 108 | 96 
Tenants removed from ineligible list during | | 
period ; itso *77 *46 | *34 *62 | *48 *48 *31 
Ineligible tenants end of current period ------- 73 66 | 87 79 | 76 | 60 | 65 
Vacate notice not yet expired i 56 53 | 67 60 62 46 47 
Vacate notice already expired. - ---- a 17 13 | 20 19 14 14 18 
No legal action started _ -- i = 0 1 | 0 0 2 | 0 1 
Legal action started a 17 12; 2 19 12; 14] 17 
Percent of total ineligible end of period ----_--- 5. 40 4. 88 6. 43 5.84; 5.62) 445) 4.83 
Overincome tenants moved j 35 27 23 51 25 | 28 20 
Eligibility reestablished by income change_-_-. 42 39 | ll 11 23 | 20 ll 





Source: Records, Columbus Metropolitan Housing Authority. 
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APPENDIX M 


Vumber of families living in permanent low-rent housing, by occupation and race 


Totals White Colored 


| Number | Percent | Number| Percent | Number | Percent 


ONE an ae en Gimainmen dane 395 100 369 93. 4 26 6.6 
Occupation: 

Student ‘ ; 111 28.1 111 28.1 
Office worker - - . 39 9.9 37 9.4 2 .§ 
Laborer-...-- . » 32 8.1 25 6.3 7 1 
Doctor... ; 38 9.6 38 9.6 
Salesman - .. ll 2.8 il 2.8 
Tradesman . -. iia il 2.8 uv 2.3 2 5 
Serviceman. . 7 ealicillgies 17 4.3 |} 16 4.0 1 3 
Miscellaneous : 45 11.4 36 9.1 9 2.3 
Umatpeeeena5 251. s cee cede cd : 91 23.0 | 86 | 21.8 5 La 


Source: Housing Authority of Portland, Oregon. 


APPENDIx N 
{From the New York Times, Monday, April 11, 1955] 
TEN-YEAR SEARCH FOR A HOME ENDS 


Couple and five children leave unheated tenement for city project apartment— 
One of 1,500 relocated—Army veteran found lots of rentals, but they were 
barred to large family 


(By Emma Harrison) 


When Frank Hughes got out of the Army, he and his wife Dorothy began to 
look for an apartment. Now, some 10 years and 5 children later, they have found 
one, 

The Hughes family’s move from a crowded, damp, unheated Brooklyn tenement 
back to the 20th century occurred when their application for city housing was 
accepted. They took possession of a modern 5-room apartment in Jefferson Park 
Houses, 330 East 115th Street. 

When the mammoth federally aided project is completed, the Hughes family 
will be 1 of 1,500 families relocated from what the City Housing Authority calls 
substandard housing. But being one of an impressive statistic doesn’t begin to 
reveal the major changes being made in the lives of these families. 

To note that the Hughes family is now confronted with an abundance of heat, 
hot water and living space would be to oversimplify the meaning of that change. 

In the 10 years since the war, the Hughes family, like so many others, lived 
in varying degrees of makeshift and discomfort. Seven of these were spent in 
a sunless, stuffy 4-room flat in the West Sixties. The last straw in that occu- 
pancy was the appearance of a rat. The Hugheses fled to another inadequate 
apartment in the Rockaways. 


RENT IS DOUBLED 


When the resort season rolled around and the rent was doubled to $125, the 
post office transportation clerk and his family had to move in with relatives—in 
two groups. Two of the young girls were boarded out at $30 a week. One went 
to an aunt in Kingston. 

‘We could have got lots of places without the children, but when you say you 
have five, people think you’re crazy,” said Mrs. Hughes, explaining why the next 
refuge was a heatless, hot-waterless tenement on Brooklyn’s Glen Street. 

The 7 Hugheses, including the new baby, Frank Jr., crammed themselves into 
3ofits4tiny rooms. The fourth, a mere cubbyhole, was uninhabitable because of 
dampness. 

The first winter was heatless. Water was heated sparingly by a rickety gas 
water heater that the parents distrusted. Because the baby burned himself 
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on the unguarded heater, Mrs. Hughes had to wash dishes only when he was 
asleep. 

Life was one constant head cold. In rainy weather, water streamed down the 
walls. Major expenditures added measurably to the $29.10 rent. A kitchen 
stove, gas radiator and refrigerator were bought. Gas bills were as high as 
$30; laundry bills averaged $2.50 a week. Frank Hughes’ estimate of the 
rent with these extras was $60, only $7 less than the new, utilities-included 
apartment. 

CAT IS NECESSARY 


Besides the 5 children, 4 of whom slept in the 1 small bedroom, there was Tiny, 
the cat. There wasn’t room for Tiny, but he displaced a certain number of mice 
and was essential. 

If the necessities of life were elusive, its niceties were impossible. The 
Hugheses painted walls 3 times in 18 months. Fumes from the gas radiator kept 
walls and curtains blackened. 

And there was Frank Hughes’ biggest problem—sleep. A night shift man in 
the General Post Office, he tried to sleep days on a couch in the living room. Just 
before he moved, he said: 

“The kids climb on top of me and Frankie gets hold of my hair. Just to get in 
a room and close the door. That’s what I’m looking forward to most.” 

Now, although they are still unpacking, startling contrasts present themsélves 
daily. Mrs. Hughes, a slender, energetic housewife in her early thirties, has 
taken an entirely new outlook on her duties in the sunfilled, spacious quarters. 

“Tt’s a pleasure to do things here,” she says. “You can see what you’ve done. 
In the other places you worked and worked and you couldn't tell it.” 


CLOSETS, TOO, NOW 


She takes pleasure in such simple joys as being able to turn the radiator down, 
open the steel casement windows, and have closets. 

“But it’s the children first,” she said, thinking over the improvements the move 
has made. “They have room to play where they’re not underfoot. Their colds 
are almost gone. And they have places to keep things. It’s hard to teach them 
to do things right when they have no place to put things.” 

Perhaps her greatest single joy is planning for curtains that will stay fresh 
and clean and brighten her home. 

Part of her day already has been lightened. In the new school, Our Lady Queen 
of Angels, there is room for one more Hughes daughter, Kaaren, 6. This leaves 
only Frances, 4, and the baby home part of the day. 


May 16, 1955. 
Memorandum re: Pattern proposed to be employed by Asheville (N. C.) Housing 
Authority for excluding lower-income families from public housing 


Pisgah View Apartments, in Asheville, N. C., was built under the Housing Act 
of 1949 and contains 262 apartments. -The Federal Government has contracted 
to pay subsidies of up to $137,020 per year to permit this project to operate at a 
loss so that it can house families in the “lowest income group” and “who have 
the most urgent housing needs.” 

The Housing Authority has set up ranges of monthly rents for the apartments 
as follows: $21 (minimum), $22 to $26, $27 to $31, $32 to $36, $37 to $41, $42 
and over. 

The actual current occupancy of these apartments is as follows (bear in mind 
that the vearly maximum income of the family is determined by the ceiling of 
five times the rent) : 

Number of families 


now housed 
at this rent 


$21 minimum 87 
$21 to. $26....... 29 

52 
$32 to $36 41 
$37 to $41 24 
$42 and over 13 


The above allocation has apparently not resulted in the Housing Authority 
adopting a mandatory quota system like that in use by many, if not most, housing 
authorities. Under the quotas, a certain number of apartments are permanently 
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earmarked for certain rents and hence for families of certain incomes (figured 
on the factor of five times the rent). 

Without the earmarking system the Asheville Housing Authority has been 
operating Pisgah View Apartments and another project, Lee Walker Heights (96 
units) so that it used in fiscal year 1953, $89,340 of the permissible contract 
subsidy of $137,020. This left unused of the authorized ceiling subsidy $47,680. 

In fiscal year 1954 the Authority used $117,226 subsidy, leaving unused $19,794. 
For fiscal year 1955 PHA estimates the Authority will use almost the same as 
last year—$117,227. That would still leave unused of the authorized subsidy 
nearly $20,000, or, to be exact, $19,793. 

It seems that somebody has complained that Asheville has been using too much 
subsidy. Now, the only way the Housing Authority can do its maximum to reach 
down and house the lowest-income families is to use the full subsidy authorized 
by the Congress to do just that. 

So the Housing Authority of Asheville is to be asked to take apartments from 
lower-income families and earmark them for higher-income families and higher 
rents. This is purportedly to reduce the amount of Federal subsidy required. 

The current allocations without mandatory earmarkings are shown below 
alongside the proposed quotas to be fixed. 






— - anar . Current Proposed 
Monthly rent per apartment occupancy quota 
$21 (minimum) -. Socdedccsemni : wisiehed > 87 55 
$22-$26- - .- ; decane pees ° 29 37 
$27-$31 _ . J a baodwemere wie nach emisndeenin 52 40 
$32-$36 ’ signi aes ai oes 41 60 
$37-$41 inate ; Ses 24 40 
UD NS TIS. hs bin dtd bh kp nit ela 650 ck Bsc sessed 13 30 


This means, for example, that 32 apartments now rented to families who can 
afford to pay no more than $21 per month will not be rented to families in that 
income bracket when the present occupants vacate. They will be rented to higher 
income families. Under the proposal, and it is expected to be adopted shortly, 
families who can afford to pay no more than $31 per month will lose 36 apart- 
ments and families who can afford to pay $32 and more per month will have 
52 more apartments than they have now ; 13—the number of apartments now used 
by families who can afford to pay $42 and more per month—would be increased 
to 30. 

We certainly do not intend to pick on the Asheville Housing Authority. They 
are now using a higher proportion of the Federal subsidy authorized to house 
lowest income families than most authorities we have looked into. At least they 
are coming nearer to housing the families Congress and the public intended were 
to fulfill a social-welfare purpose unless public housing is going to serve those 
housing can be disposed of, Congress should insist that its statutory purpose 
should be carried out. That will mean using the subsidies authorized by the 
1937 and the 1949 acts to full extent. _Why should Congress authorize subsidies 
to fulfill a social welfare purpose unless public housing is going to serve those 
families Congress and the public were led to believe would be housed? 

We are convinced that the Asheville case is a mild symptom of a wave of such 
actions by housing authorities all over this country to house higher and higher 
income families in Federal public housing. This pattern, of course, has the 
effect of excluding the lowest income families Congress intended to take care of. 





Henry G. WALTEMADE. 


Senator SpaRKMAN. Senator Kuchel is here now. He is busy with 
other commiteee functions, and he tells me he will take only a very few 
minutes. Senator Kuchel, we are glad to have you. You can make 
your statement at this time. 
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Air pollution 


STATEMENT OF THOMAS H. KUCHEL, A UNITED STATES 
SENATOR FROM THE STATE OF CALIFORNIA 


Senator Kucuen. Mr. Chairman, I greatly appreciate your permit- 
ting me to testify briefly here as a coauthor with Senator Capehart of 
S. 1565. I might say that legislation of similar purport was intro- 
duced, Mr. Chairman, in the 83d Congress by Senator Capehart and 
me. It passed the Senate only to become lost in the House of Repre- 
sentatives. It deals with the subject of air pollution, one of grow- 
ing importance to the people of the United States. Meanwhile, 
however, Mr. Chairman, at the conclusion of the 83d session of the 
Congress, Senator Capehart and I joined in requesting the President 
to appoint a committee, consisting of various members of the depart- 
ments of the Federal Government, to inquire into the broad subject of 
air contamination and to determine what might be done by the Fed- 
eral Government to assist the cities and counties and States of America 
in coping with that problem. 

I was glad to note that when the President addressed the Congress in 
January in his state of the Union message, he recognized the problem 
or air pollution or air contamination and suggested that the Federal 
Government could occupy a portion of the field designed to eliminate 
that pollution ultimately. 

I think, Mr. Chairman, I can say that there are two fields where the 
I'ederal Government might well operate in the fight against air con- 
tamination. It is true that the control of the problem through legis- 
lation should remain with local government, but it is also true that 
in the field of research the Federal Government might well perform 
a constructive service. It might, secondly, provide an incentive to 
industry in America through appropriate tax amortization legisla- 
tion. Thirdly, and I address myself now to a portion of the bill before 
us, it might provide for loans to people in America who desire to 
install various types of air pollution control devices. That, Mr. Chair- 
man, is the reason why I am particularly interested in those portions 
of the present legislation providing for loans by the Housing and Home 
Finance Agency. I think it is vital for the Federal Government, act- 
ing through that Agency, to provide such assistance in the installation 
of devices and apparatus which would cut the amount of air pollu- 
tants discharged into the atmosphere. 

To illustrate the need for such assistance on the part of the Federal 
Government, I wish to advise the committee that only recently the air 
pollution-control authorities in the city of Los Angeles have adopted 
an order outlawing the use of home incinerators. These rubbish 
burners are extremely numerous in that metropolitan area. Similar 
situations unquestionably exist in the large metropolitan areas across 
the Nation. The regulation prohibiting such gadgets was taken after 
long debate but is indicative of the lengths to which responsible local 
governmental agencies are going and will go in order to reduce smog 
and other pollutants. 

Therefore, with the suggestion that an important source of air 
contamination is the home and small industry or business heating 
plants, it is not inconceivable that control efforts will reach the point 
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where major modifications of such installations are required. In ad- 
dition, it has been suggested that the building codes should be 
strengthened so that future construction will be designed to hold air 
pollution to a minimum. Such steps would make necessary credit 
facilities for property owners, and I therefore urge the committee to 
approve particularly the loan provisions embodied in Senator Cape- 
hart’s and my legislation. I particularly hope the legislation will con- 
tain authority for loans to individuals as well as to business enter- 
prises. a te a 

I was happy to join in sponsoring this legislation because I feel that 
production and the ultimate elimination of pollution in the air are 
imperative in connection with the efforts to solve the Nation’s housing 
problem and wipe out slums. There is no doubt that contamination 
of the air is a strong factor in the deterioration of neighborhoods. 
Obnoxious fumes are known to damage physical properties. 

For these reasons, Mr. Chairman, I feel it is entirely logical for this 
committee to approve legislation amending the Housing Act so that 
resources of the Housing and Home Finance Agency may then be 
employed in a broad campaign against smog and all other types of 
air pollution. 

Thank you very much, Mr. Chairman. 

Senator SparKMAN. Any questions? Thank you very much, Sena- 
tor Kuchel. Weare glad to have your statement. 

Senator SparKMAN. The United States Savings and Loan League, 
Mr. Henry A. Bubb, chairman of the legislative committee. 

Mr. Bubb, you have heard what I have said about the necessities 
of time, and I wonder if you will cooperate with us in trying to 
condense or summarize your statement, if you will, in order that we 
may give a chance for all of them to be heard. 


Hlome loan bank 


STATEMENT OF HENRY A. BUBB, CHAIRMAN, LEGISLATIVE COM- 
MITTEE, ACCOMPANIED BY STEPHEN SLIPHER, STAFF VICE 
PRESIDENT, UNITED STATES SAVINGS AND LOAN LEAGUE 


Mr. Buss. Mr. Chairman, in order to expedite matters, I had 
already contemplated that, and I have cut out quite a little bit of 
iny statement, which will be presented for the record. 

Mr. Chairman and Senators, I am Henry A. Bubb, of Topeka, 
Kans., president of the Capitol Federal Savings & Loan Association 
of Topeka, and chairman of the board of directors of the Federal 
Home Loan Bank of Topeka. I appear, however, as chairman of 
the legislative committee of the United States Savings and Loan 
League. I have Mr. Slipher with me, who is our Washington repre- 
sentative. 

On behalf of the officers and members of the league, I wish to express 
my appreciation to the committee for the opportunity to state our 
views on legislation dealing with housing, and with the Federal stat- 
utes which affect our savings and loan institutions. Our member- 
ship consists of some 4,100 local savings and loan associations, coopera- 
tive banks, homestead associations, and building and loan associations. 

I am going to skip some of this paragraph. 
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On extension of title I of the National Housing Act, I just want 
to state that the league favors the extension of the title under which 
the FHA insures home repair and modernization. 

On low-rent public housing, as the senior members are well aware, 
the league has repeatedly and consistently presented its view of unal- 
terable opposition to public housing. 

Savings and loan sec tions of S. 1800—and this is particularly what 
I would like to talk to today: 

Besides the provisions of S. 1800 which relate to Government 
activity in housing, the bill contains certain proposals relating to 
the statutes governing the Home Loan Bank Board and its activities 
in relation to the savings and loan associations, both federally and 
State chartered. These proposals are of immediate concern to the 

savings and loan institutions which I represent, and the league gen- 
e srally favors them. 

Now the next five sections are rather minor items. They have 
been explained by the Chairman of the Home Loan Bank Board, 
Mr. McAllister, and they are explained in our statement. So I will 
skip reading those in order to expedite our testimony. 

I am going to page 4, at the middle of the page: 

These items, as can be seen, are primarily technical or internal 
matters which have relatively little effect on the basic savings and 
loan operation or our ability to serve the savings or home-owning 
public. I would like to propose to the committee certain amend- 
ments to the bill which I feel sure will have a much more far-reaching 
effect, both from the point of view of savings and loan associations and 
of the national housing program. 

We understand that the committee is giving consideration to various 
pending housing measures, and we would urge the substance of H. R. 
5945 recently introduced by Representative “Spence, chairman of the 
House Banking and Currency Committee, be added to the overall hous- 
ing bill. This would be ac complished by enacting the attached 
amendment No. 1 which would restore the independence of the Home 
Loan Bank Board and immediately retire the $66 million of Treasury 
funds now invested in the Federal Savings and Loan Insurance 
Corporation. 

Senator Caprnart. Return $66 million to the Treasury ? 

Mr. Buss. That would be returned to the Treasury, Senator 
Capehart. 

Senator Caprnart. I am highly in favor of it. 

Mr. Buss. Thank you, sir. 

Senator Caprenart. I am in favor of this, the Board being returned 
to its original status. 

Mr. Buss. Thank you. 

Independence of the Home Loan Bank Board has been one of the 
major legislative objectives of the United States Savings and Loan 
League for many years. I feel that this committee and this C ongress 
could do nothing which would add more to the prestige and effective- 
ness of the Home Loan Bank Board or be more pleasing to the savings 
and loan business than the enactment of this amendment. 

The Federal Home Loan Bank Act, which became law in 1932, 
created the Federal home loan bank system to be the central banking 
system for the thrift and home-financing institutions of the country, 
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following the broad pattern previously established with the Federal 
Reserve system as the central banking system for commercial bank- 
ing and the Federal land bank system as the central banking system 
for farm mortgage credit. 

The legislation followed the generally acce pte «1 principle that where 
Government agencies are created to supervise in the public interest 
the operation of privately owned business corporations, such super- 
vision should be exercised by nonpartisan boards or commissions, the 
members of which are appointed for specific and overlapping terms. 
Only in this fashion is there provided a continuity of policy so essen- 
tial to the operation of the institutions under supervision. This prin- 
ciple is well demonstrated in the case of such bodies as the Federal Re- 
serve Board, the Interstate Commerce Commission, the Federal Com- 
munications Commission, the Federal Trade Commission, and others. 

Insofar as the grouping of related governmental operations is con- 
cerned, it may be pointed out that the Home Loan Bank Board, in ad- 
dition to its original function, has since been charged with the further 
responsibility of supervising the Federal Savings and Loan System 
and of operating the Federal Savings and Loan Insurance Corpora- 
tion. In the administration of its duties in these three areas, the 
operations of the Home Loan Bank Board are conducted without ex- 
pense to the Government, all of its cost being apportioned to and paid 
by the institutions it supervises. 

The institutions that are supervised and that pay the costs of opera- 
tion of the Federal Home Loan Bank System, of the Federal Savings 
and Loan System and of the Federal Savings and Loan Insurance 
Cor por ition, raised no objec tion when, as a wartime emergenc y meas- 
ure, in 1942, a Presidential directive placed the Home Loan Bank 
Board under the supervision of a single Administrator, along with 
certain other unrelated activities of Government, reliance being had 
on the statute which provided that such directive would expire with 
with the termination of the war emergency. Nevertheless, under an- 
other statute, this consolidation was made permanent in 1947, 

The Federal Home Loan Bank System is now owned entirely by 
its member institutions. There are no Federal funds in its capital 
structure and no appropriation of Federal funds is made for its opera- 
tion. The Board exercises administrative, legislative, and judicial 
powers and supervises a three-phase financial operation. There is no 
community of interest or advantage served by placing it under the 
supervision of an Administrator, and, indeed, the continuance of such 

« program does injustice to a basic philosophy of governmental super- 
vision of private business operations. 

The independence of the Home Loan Bank Board was recommended 
both by the Hoover task force and by the Hoover Commission report 
itself. It is endorsed by every organization of savings and loan asso- 
ciations that I know of and according to the American Banker is 
endorsed by the American Bankers Association. The language of this 
measure which was worked out by many elements of the savings and 
loan business is very simple. The Board is simply restored to its 
original independent status and the $66 million of Treasury funds 
are retired and replaced by an investment by the 11 Federal home loan 

Ae The investment by the banks requires only 6 percent of the 

Federal home loan banks’ assets, but even so the committee might want 

to consider laying aside for the time being the proposal to reduce the 
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minimum required stockholdings of members associations in Federal 
home loan banks. 

The second amendment we are offering is one which would permit 
Federal associations with reserves, surplus, and undivided profits equal 
to at least 5 percent of withdrawable accounts to invest up to 5 percent 
of their withdrawable accounts in the development of homesites and in 
the assistance of urban renewal projects. 

The amendment would assist the national-housing program in two 
vitally important ways. First, by assisting small home builders to 
overcome the serious problem of land acquisition and secondly by pro- 
viding urgently needed funds for housing in urban renewal areas. 

The cost of raw land and site dev elopment has climbed steadily to 
the point where small home builders are unable to finance further 
operations. Unless small home builders are assisted in acquiring 
suitable land there will either be a growing concentration of home 
building among a few very large builders, of the small home builder 
will go far out into the country to build in areas where sewerage, 
streets, and water are not required—and this would be a step back- 
ward. If Federal associations can acquire the land, develop it and 
install the necessary facilities for the small builder, the project will be 
well planned, adequately developed and the economies of large opera- 
tion will be passed on to the purchaser. FHA Commissioner Mason, 
in recent speeches, has referred to land as a “No. 1 housing problem.” 
We believe this amendment is one effective answer to the problem. It 
has the enthusiastic support of many small home builders. 

And I might say, Mr. Chairman, I have many telegrams here from 
small home builders, but I know you are rushed for time, and that 
being the case, if I may, I would like to introduce them in the record. 

Senator SPARKMAN. We would be very glad to include them in the 
record at this point. 

Mr. Buss. Thank you very much, sir. 

(The telegrams referred to follow :) 

Woonsocket, R. L., May 15, 1955. 
HENRY Buss, 
Chairman, United States Savings and Loan League, 
Washington, D.C.: 

We favor bill permitting savings and loan associations to acquire and develop 
land for small builders. Small builders’ cost of acquiring, improving, and devel- 
oping of utilities make it practically impossible to stay in business. Passage 


of this bill with aid from United States Savings and Loan League will help 
to keep the small builders in business. 


CONTEMPORARY Homes, INCc., 
ARTHUR JOHNSON, President. 









WorcEsTER, MAss., May 16, 1955. 
Henry A. Buss, 
United States Savings and Loan League, 
Washington, D. C.: 
In favor of amendment to administration housing bill permitting savings and 
loans to make loans to small builders and acquire land in connection with urban 
renewal projects. This will be of great assistance to our New England cities. 
JOSEPH T. BENEDIT, 
President, New England Regional Council, National Association 
of Housing and Redevelopment Oficials. 
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WorcESsTER, Mass., May 16, 1955, 
Henry Buses, 
Chairman Legislative Committee, 
United States Savings and Loan Association, 
Washington, D. C. 

Dear Str: I am sending this wire to let you know that 1 heartily support the 
pending bill you are presenting to Congress to allow savings and loan associa- 
tions to acquire and develop raw land for small builders. As a small builder I 
fully realize the high costs of land acquisition and utility installations in modern 
de velopments faced by the small builder with the need for new housing at such 
a high level. The savings and loan associations could perform a great service 
to the American home-buying public and small builders alike if allowed to aid in 
this costly phase of home construction. 

Respectfully yours, 
Louts H. RIepet, 
President, Riedel Associates, Ine. 


Boston, Mass., May 16, 1955, 
Henry A, Buse, 
Chairman, Legal and Legislative Committee, 
United States Savings and Loan League, 
Washington, D. C. 

Members of the Northeastern Federal Savings League, comprising the Federal 
savings and loan associations in New England, unanimously urge the adoption 
of amendments permitting Federal associations to assist small builders in the 
acquisition of land for development and also urge that Federal associations have 
the right to invest in certain securities approved by the Home Loan Bank Board. 

CARTER K. RUGGLES, 
Executive Vice President, Northeastern Federal Savings Leaque. 


WHITINSVILLE, MAss., May 16, 1955. 
HENRY Buss, 
Chairman of Legislative Commission, United States Savings and Loan 
League, Washington, D. C.: 

I am strongly in favor of pending bill allowing savings and loan associations 
to aid small builders and developers. This will enable them to finance the land 
and improvements making it possible for me, a small builder, to have good land 
and improvements at a cost made possible only by larger-scale land developments. 

Economy Homes, 
DELMA KIpp. 


SPRINGFIELD, MAss.,. May 16, 1955. 
HENRY Busp, 
Chairman, United Savings and Loan League, 
Washington, D. C.: 
Would appreciate an affirmative vote in behalf of the savings and loan bill 
currently on calendar. 
Brap Coiuins, President. 





SHREWSBURY, Mass., May 16, 1955. 
HENnyY Buss, 
Legislative Committee, United States Savings and Loan League, 
Washington, D. C.: 
Request favorable action on bill before Congress to permit building and loan 
associations to purchase and develop raw land for resale to small builders. 


E. G. BUNKER. 
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SPRINGFIELD, Mass., May 16, 1955. 
HENryY Buss, 


Chairman, United States Savings and Loan League, 
Washington, D. C.: 
Please give favorable consideration re bill allowing Federal savings and loan 
to acquire land for developnrent, 
S. N. D. Construction Co., 
Louis SCHMIDT. 


BELLINGHAM, MAss., May 16, 1955. 
Henry Buss, 


Chairman, United States Savings and Loan League, 
Washington, D. C.: 

We favor bill permitting savings and loan associations to acquire and develop 
land for small builders. Small builders’ cost of acquiring, improving, and de- 
veloping of utilities makes it practically impossible to stay in business. Passage 
of this bill with aid from United States Savings and Loan League will help 
to keep the small builders in business. 

New EnGLaAnp Homes, INc., 
Ketton O. Porrer, President. 


BELLINGHAM, MAss., May 16, 1955. 
HENRY Buss, 


Chairman, United States Savings and Loan League, 
Washington, D. C. 

Favor bill permitting savings and loan associations to acquire and develop 

land for small builders. Small builders are being forced out 


of business due 
to large costs of improving and developing land. 


RICHARD CosTELLoO, F'ranklin, Mass 


Worcester, Mass., May 17, 1955. 
HENRY Buss, 


Chairman of the Legislature Committee, 
United States Savings and Loan League, Washington, D. C. 
As a small building contractor I am in favor of passing the bill to allow 
savings and loan associations to purchase and develop raw lands for builders. 
High cost of land development is oppressive to builders. 
Respectfully, 


‘ 
SIR: 


MILTON F. Moran. 


Mr. Buss. At least nine States have enacted specific legislation 
permitting this type of investment by State savings and loan asso- 
ciations. ‘The results have proven very successful, but that is only 9 
of the 48 States. This amendment provides ample safeguards for 
such investment as the money loaned would be backed by a mandator y 
100-percent reserve. Further, the amount that could be so invested 
is only a small portion of the association’s savings. 

The second purpose of the amendment is to permit Federal associ- 
ations to participate in the urban renewal program. Although urban 
renewal and urban redevelopment are key parts of our national 
housing program, Administrator Cole and all others concerned have 
admitted that their No. 1 obstacle is lack of adequate private financing. 
{n fact, at this committee’s recent round-table session, both Adminis- 
trator Cole and James Follin, head of the Urban Renewal Adminis- 
tration, stated quite flatly that they just can’t find any private money 
available for rebuilk ling slum neighborhoods. Federal savings and 
loan associations are uniquely suited to provide a portion of the funds 
necessary to rebuild declining neighborhoods. Several associations 
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1ave specific tracts in mind and need only the enactment of this amend- 
ment to go ahead with their projects. 

I might say Mr. Emile Seligman of the Federal Savings & Loan 
Association in Chicago is here in this room. His association is very 
much interested in developing certain blighted neighborhoods in the 
south and southwest parts of Chicago. I know you are pressed for 
time, but I know Mr. Seligman will be glad to answer questions either 
now or at the end of my testimony if any of the members of the 
committee wish to have him do so. 

Inasmuch as the total amount invested under beth phases of the 
amendment may not exceed 5 percent of withdrawable accounts and 
must be less than the total reserves, there could be no we: opens of 
the Assoc lt ition’ s stre negth nor any apprec it able chs ange the associ- 
ation’s overall operating function. 

Mr. Chairman, here is a chance to solve at least partially, two 
tough problems, land acquisition for small builders, and private 
financing for urban redevelopment, and I certainly hope your com- 
mittee will adopt the amendment. 

Our third recommended amendment would permit Federal associ- 
utions to purchase certain restricted securities, only those securities 
as approved by the Home Loan Bank Board. The purpose of this 
unendment is to permit associations in areas where the home-mortgage 
market is limited to continue to accept savings from the public and 
to invest these savings in securities other than Government bonds, such 
securities to be approved by the Home Loan Bank Board. Mutual 
savings banks have been successfully investing in such securities for 
many years. 

In closing, Mr. Chairman, let me assure this committee that the 
savings and loan associations are continuing and accelerating our 
part in financing home ownership in America. As the largest source 
of home financing credit, we take pride in the fact that the tremen- 
dous activity in the homebuilding of the past year is now credited by 
many economists with preventing a national recession. We feel our 
contribution will be further improved if this committee restores the 
Home Loan Bank Board to its independent status and grants authority 
for our associations to assist the small builder to overcome the severe 
iinancial difficulties of acquiring and developing home sites. 

Thank you very much. 

Senator Sparkman. Mr. Bubb, I recall that last year your associa- 
tion representative in testifying before us brought out the fact that 
the savings and loan assoc iation financed 38 percent. 

Mr. Buss. That is correct. 

Senator SpaRKMAN. Does that figure remain about the same? 

Mr. Buss. That is correct, Senator. It is increasing slightly with 
every month. 

Senator SparKMAN. And when you say the biggest single source, 
do you intend to include FHA insurance? W hat portion of your 
loans are FHA insured 

Mr. Buss. Of the savings and loan business # 

Senator Carpenart. No; all loans. 

Senator SparKMAN. I mean of all housing. Of course, you use 
some of it yourself; don’t you ? 

Mr. Buss. Yes. I recollect about 50 percent is done by VA and 
FIA together. 
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Senator SparkMAN. About 50 percent? 

Mr. Buss. Yes. Many of the savings and loan associations, of 
course, make FHA loans. 

Senator SparkMAN. Do you know what percentage of the savings 
and loan associations receive loans ? 

Mr. Buss. I can testify to my own. Seventy-six percent of all our 
loans are FHA insured and VA guaranteed. 

Senator SparkMAN. Any questions, Senator Capehart? 

Senator Carpenart. I don’t think so. I think the statement is very 
clear. It speaks for itself. 

Mr. Buss. Thank you very much. 

Senator SpaRKMAN. Let me ask you about your second amendment. 
I am rather intrigued by that. What you propose to do is give the 
association authorization to use its funds for the purpose of going 
out and buying a tract of land and developing that land ready to 
sell individual homesites; isn’t that correct? 

Mr. Buss. That is correct, sir. 

Senator Capenart. You mean you don’t want to do it yourself; 
you want to loan the money to the other fellows ? 

Mr. Buss. We don’t want to build the houses ourselves. 

Senator CaprHart. Do you want to improve the land? 

Mr. Buss. Yes. We will have to improve the land. 

Senator SparKMAN. The thought is that the individual buyer does 
not have the opportunity to go out that way in an undeveloped tract, 
buy a single lot, and bring the utilities to him; whereas, if you bought 
the tract of m: iybe 500 homesites in it you could afford to build the 
utilities? 

Mr. Buss. If I may refer to my own town again, it is a town of 
about a hundred thousand people, and it has gotten down to the fact 
where there are only two contractors now that can afford to build 
new housing on any scale because, as you know, it is no different 
than any other city ; all the lots within the city limits have been sold 
or been built on. Now the city commission has been forced to pass 
a regulation saying that no land will be taken into the city unless the 
utilities are already installed. Well, the small home builder that 
builds 5, 6, 7, 8, 10 houses a year can’t go out and put in water and 
lights and gas and streets and sewers. It is just impossible for him 
to do so. 

Senator SparKMAN. Do you have safeguards in your amendments 


that would prevent the simple buying up of acreage for speculative 
purposes / 

Mr. Buss. Yes, sir; we do. 

Senator SparKMAN. Do you require that it be definitely tied to a 
development program ? 

Mr. Buss. Yes, sir; and we also have the 5-percent limitation, and 
we also have the limitation that no association with less than 5 per- 
cent of its savings in reserve would be eligible to acquire this land, 
and they could only do so up to the amount of dollars reserved. So 
it is protected that way, but I really feel the small-home owner is 
about to go out of existence if something like this or similar to it is 
not enacted in the legislation to help him. 

Senator Sparkman. Any further questions? 


Senator Caprnmarr. I think we ought to give a lot of thought to that 
suggestion. 
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nator SparKMAN. Thank you very much. 

Sen: ane Capeuart. I want to think it through. 

Mr. Buss. We appreciate 

Senator SPARKMAN. I have the same reaction, as I said a minute ago. 
It rather intrigues me. 

I will say that it comes to me as a new suggestion, and I think it 
is one that we do need to look at carefully, but my first impression is 
that it ean serve America. 

Mr. Surpner. Of course, the Home Loan Bank Board would put 
out regulations that would cover it in detail, too. 

Senator CarpeHartr. You didn’t comment on anything else? 

Mr. Buss. Just the independence of the bank system and this were 
the main amendments we were interested in, yes. 

Senator Sparkman. Thank you very much. 

Mr. Buss. Thank you, sir. 

(The prepared statement of Mr. Bubb, and attachments, follow :) 





STATEMENT OF HENRY A. Buss, TOPEKA, KANs. 


I am Henry A. Bubb, of Topeka, Kans., president of the Capitol Federal Sav- 
ings & Loan Association of Topeka and chairman of the board of directors of 
the Federal Home Loan Bank of ‘Topeka. I appear as chairman of the legisla- 
tive committee of the United States Savings and Loan League. 

On behalf of the officers and members of the league, I wish to express my ap- 
preciation to the committee for the opportunity to state our views on legisla- 
tion dealing with housing, and with the Federal statutes which affect our savings 
and loan institutions. The league is the 63-year-old nationwide organization of 
the savings and loan institutions. Its membership consists of some 4,100 local 
savings and loan associations, cooperative banks, homestead associations, and 
building and loan associations. In addition, we have affiliated with us 49 State, 
District, or Territorial leagues of savings and loan institutions and 13 regional 
groupings of this type of financial institutions. All in all, the league’s member- 
ship comprises 85 percent of the assets of the savings and loan system in the 
United States and its Territories, and I should like to emphasize that I am 
including in this total both the State charteded and the federally chartered 
associations. 

Last year Congress did a comprehensive rewriting of the basic laws relating 
to the Government’s participation in housing, and the league testified in detail 
at that time. To save the committee’s time we plan to present our comments 


as briefly as possible at this time. 


Extension of title I of the National Housing Act 


The league favors the extension of the title under which the FHA insures 
home repair and modernization. 


Provisions relating to FHA mortgage insurance 

At the request of Housing Administrator Cole and FHA Commissioner Mason, 
the league presented on March 25 its views on the proposals regarding FHA 
made by the Hoover Commission on Organization of the Executive Branch of 
the Government as reported to the Congress. The statement which we presented 
to Mr, Cole and Mr. Mason is attached, and with your permission, Mr. Chairman, 
I submit it with this testimony to become part of the record. 


Low-rent public housing 


As the senior members are well aware, the league has repeatedly and con- 
sistently presented its view of unalterable opposition to public housing. When 
restrictions on public housing were placed in the legislation last year, the league 
was heartily in favor of them and we do not want to see them repealed. 
Savings and loan sections of S. 1800 

Besides the provisions of S. 1800 which relate to Government activity in 
housing, the bill contains certain proposals relating to the statutes governing 
the Home Loan Bank Board and its activities in relation to the savings and 
loan associations, both federally and State chartered. These proposals are of 
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immediate concern to the savings and loan institutions which I represent and 
the league generally favors them. Over the years, Mr. Chairman, our legislative 
committee and other standing committees, made up of the men who actually 
operate savings and loan associations, study possible improvements in the 
Federal statutes which have a bearing on our operations. The provisions in 
this legislation have had the substantial study made possible by this continuing 
program of the United States League. I understand that the Chairman of the 
Home Loan Bank Board has presented a general summary of the provisions 
and what they would accomplish. What I shall add is, of course, from the 
industry itself and should, therefore, give the committee a well-rounded pic- 
ture of the effect of the proposals. In referring to these portions of the bill, 
my testimony will identify the various provisions by their section numbers 
in S. 1800. 

Section 14 (1): Reduction of the stock in the Federal home-loan banks. 
It has been evident for several years that the Federal home-loan banks, all 11 of 
them which make up the System, are increasing their capital at an excessive 
rate under the formula now provided by the law. The growth of the savings and 
loan business has been very rapid, as you gentlemen are doubtless aware, and 
their substantial additions to their mortgage loan portfolios in recent years, as 
they have continued to do one-third of all the home financing in the country, has 
brought about an unanticipated rapid increase in their stock in the Federal! 
home-loan banks. This is due, of course, to the fact that the associations are 
required to have 2 percent of their mortgage loans outstanding in Federal home 
loan bank stock. We feel that the provision in 8S. 1800 would afford a reasonable 
formula for slowing up the accretion of home-loan bank stock by the members 
to a degree far beyond any need or prospective need. 

Section 14 (2): Termination of bank membership—This provision is in line 
with the substance of the provisions for conservatorship and receivership which 
the Congress wrote into the Federal savings and loan statute last year. Its pro- 
visions were generally favored by the league and we favor this new proposal for 
State chartered members of the bank system. 

Section 14 (4): Increase in number of elected directors in Federal home-loan 
banks.—This proposal would enable the Home Loan Bank Board to correct 
what seems to be an inequity in the present provision for elected directors in 
the Federal home-loan banks where the bank’s district comprises an unusually 
large number of States. 

Section 15: Removal of $2,500 limitation on property-improvement loans by 
Federal associations.—This proposed amendment would merely clarify the situa 
tion regarding the power of federally chartered associations to make property- 
improvement loans insured by FHA or VA in amounts of $2,500 where the prop- 
erty is a multifamily one. 

Section 16: Admission fee to the Federal Savings and Loan Insurance Corpora- 
tion.—The Federal Savings and Loan Insurance Corporation has now been in 
operation for 20 years and the original provisions for admission fees for assecia 
tions newly availing themselves of the Corporation for protection can appro 
priately be determined by factors other than those governing the formula when 
the Insurance Corporation was younger and in the building-up stage. 

These items, as can be seen, are primarily technical or internal matters which 
have relatively little effect on the basic savings and loan operation or our ability 
to serve the savings or home-owning public. I would like to propose to the 
committee certain amendments to the bill which I feel sure will have a much 
more far-reaching effect, both from the point of view of savings and loan associa- 
tions and of the national housing program. 

We understand that the committee is giving consideration to various pending 
housing measures and we would urge that the substance of H. R. 5945 recently 
introduced by Representative Spence, chairman of the House Banking and Cur- 
rency Committee, be added to the overall housing bill. This would be accom- 
plished by enacting the attached amendment No. 1 which would restore the 
independence of the Home Loan Bank Board and immediately retire the $66 
million of Treasury funds now invested in the Federal Savings and Loan Insur- 
ance Corporation. 

Independence of the Home Loan Bank Board has been one of the major legis- 
lative objectives of the United States Savings and Loan League for many years. 
I feel that this committee and this Congress could do nothing which would add 
more to the prestige and effectiveness of the Home Loan Bank Board or be more 
pleasing to the savings and loan business, than the enactment of this amendment. 

The Federal Home Loan Bank Act, which became law in 1932, created the 
Federal Home Loan Bank System to he the central banking system for the thrift 
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nd home-financing institutions of the country, following the broad pattern 
previously established with the Federal Reserve System as the central banking 
sevstem for commercial banking and the Federal Land Bank System as the central 
banking system for farm-mortgage credit. 

The legislation followed the generally accepted principle that where Govern- 
ment agencies are created to supervise in the public interest the operation of 
privately owned business corporations, such supervision should be exercised by 
nonpartisan boards or commissions, the members of which are appointed for 
specific and overlapping terms. Only in this fashion is there provided a con- 
tinuity of policy so essential to the operation of the institutions under super- 
vision. This principle is well demonstrated in the case of such bodies as the 
Federal Reserve Board, the Interstate Commerce Commission, the Federal Com- 
munications Commission, the Federal Trade Commission, and others. 

Insofar as the grouping of related governmental operations is concerned, it 
nay be pointed out that the Home Loan Bank Board, in addition to its original 
function, has since been charged with the further responsibility of supervising 
the Federal Savings and Loan System and of operating the Federal Savings and 
Loan Insurance Corporation. In the administration of its duties in these three 
areas, the operations of the Home Loan Bank Board are conducted without 
expense to the Government, all of its costs being apportioned to and paid by the 
institutions it supervises. 

The institutions that are supervised and that pay the costs of operation of 
the Federal Home Loan Bank System, of the Federal Savings and Loan System, 
and of the Federal Savings and Loan Insurance Corporation, raised no objection 
when, as a wartime emergency measure, in 1942, a Presidential directive placed 
the Home Loan Bank Board under the supervision of a single administrator, 
along with certain other unrelated activities of Government—reliance being had 
on the statute which provided that such directive would expire with the termi- 
nation of the war emergency. Nevertheless, under another statute, this con- 
solidation was made permanent in 1947. 

The Federal Home Loan Bank System is now owned entirely by its member 
institutions. There are no Federal funds in its capital structure and no appro- 
priation of Federal funds is made for its operation. The Board exercises admin- 
istrative, legislative, and judicial powers and supervises a three-phase financial 
operation. There is no community of interest or advantage served by placing 
t under the supervision of an administrator—and indeed, the continuance of 
such a program does injustice to a basic philosophy of governmental supervision 
of private business operations. 

The independence of the Home Loan Bank Board was recommended both by 
the Hoover task force and by the Hoover Commission report itself. It is endorsed 
by every organization of savings and loan associations that I know of and accord- 
ing to the American Banker is endorsed by the American Bankers Association. 
The language of this measure which was worked out by many elements of the 
savings and loan business is very simple. The Board is simply restored to its 
original independent status and the $66 million of Treasury funds are retired 
and replaced by an investment by the 11 Federal home-loan banks. The invest- 
ment by the banks requires only 6 percent of the Federal home-loan banks’ assets, 
but even so the committee might want to consider laying aside for the time being 
the proposal to reduce the minimum required stockholdings of member associa- 
tions in Federal home-loan banks. 

The second amendment we are offering is one which would permit Federal 
associations with reserves, surplus and undivided profits equal to at least 5 
percent of withdrawable accounts to invest up to 5 percent of their withdraw- 
able accounts in the development of homesites and in the assistance of urban 
renewal projects. 

The amendment would assist the national housing program in two vitally im- 
portant ways. First, by assisting small home builders to overcome the serious 
problem of land acquisition and secondly by providing urgently needed funds for 
housing in urban renewal areas. 

The cost of raw land and site development has climbed steadily to the point 
where small home builders are unable to finance further operations. Unless 
small home builders are assisted in acquiring suitable land there will either 
be a growing concentration of home building among a few very large builders, 
or the small home builder will go far out out into the country to build in areas 
where sewerage, streets, and water are not required—and this would be a 
step backwards. If Federal associations can acquire the land, develop it and 
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install the necessary facilities for the small builder, the project will be well 
planned, adequately developed and the economies of large operation will be 
passed on to the purchaser. FHA Commissioner Mason, in recent speeches, has 
referred to land as a “number one housing problem ;” we believe this amend- 
ment is one effective answer to the problem. It has the enthusiastic support of 
many small home builders. 

At least nine States have enacted specific legislation permitting this type of 
investment by State savings and loan associations. The results have proven very 
successful. This amendment provides ample safeguards for such investment 
as the money loaned would be backed by a mandatory 100 percent reserve, Fur- 
ther, the amount that could be so invested is only a small portion of the associa- 
tion’s savings. : 

The second purpose of the amendment is to permit Federal associations to 
participate in the urban renewal program. Although urban renewal and urban 
redevelopment are key parts of our national housing program, Administrator Cole 
and all others concerned have admitted that their number one obstacle is lack 
of adequate private financing. In fact, at this committee’s recent round table 
session, both Administrator Cole and James Follin, head of the Urban Renewal 
Administration, stated quite flatly that they just can’t find any private money 
available for rebuilding slum neighborhoods. Federal savings and loan asso- 
ciations are uniquely suited to provide a portion of the funds necessary to 
rebuild declining neighborhoods. Several associations have specific tracts in 
mind and need only the enactment of this amendment to go ahead with their 
projects. Inasmuch as the total amount invested under both phases of the amend- 
ment may not exceed 5 percent of withdrawable accounts and must be less than 
the total reserves, there could be no weakening of the association’s strength nor 
any appreciable change in the association’s overall operating function. 

Mr. Chairman, here is a chance to solve at least partially, two tough problems, 
land acquisition for small builders, and private financing for urban redevelop- 
ment, and I certainly hope your committee will adopt the amendment. 

Our third recommended amendment would permit Federal associations to pur- 
chase certain restricted securities as approved by the Home Loan Bank Board. 
The purpose of this amendment is to permit associations in areas where the 
home mortgage market is limited to continue to accept savings from the 
public and to invest these savings in securities other than Government bonds, 
such securities to be approved by the Home Loan Bank Board. Mutual savings 
banks have been successfully investing in such securities for many years. 

In this connection, just last Thursday a representative of the American Munici- 
pal Association appeared before this committee and pointed out the great diffi- 
culty that most cities, particularly the smaller ones, are experiencing in financing 
local improvements such as sewerage, roads, etc. It is anticipated that 
municipal securities would be included on the approved list. 

In closing, Mr. Chairman, let me assure this committee that the savings and 
loan associations are continuing and accelerating our part in financing home 
ownership in America. As the largest source of home financing credit, we take 
pride in the fact that the tremendous activity in home building of the past 
year is now credited by many economists with preventing a national recession. 
We feel our contributions will be further improved if this committee restores 
the Home Loan Bank Board to its independent status and grants authority for 
our associations to assist the small builder to overcome the severe financial 
difliculties of acquiring and developing homesites. 


ATTACHMENT TO STATEMENT BY HeNry A. Buss 


PROPOSED AMENDMENTS SUBMITTED FOR 8. 1800 


I. Add at the end of Section 14 of S. 1800 the following new subsection : 

“(5) Renumber Section 17 to read Section 17 (a). 

“(6) Add at the end of Section 17 a new subsection (b) as follows: 

“*(b) The Home Loan Bank Board which was, pursuant to Reorganization 
Plan Numbered 3 of 1947, established and made a constituent agency of the 
Housing and Home Finance Agency shall, from the effective date of the Hous- 
ing Amendments Act of 1955, cease to be such a constituent agency and shall 
be an independent agency (including the Federal Savings and Loan Insurance 
Corporation) in the executive branch of the Government: Provided, That the 
functions vested in the Chairman of said Board under clause (2) of the last 
sentence of subsection (b) of section 2 of said reorganization plan are hereby 
transferred to said Board. Notwithstanding any other provision of law, said 
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Board, the Chairman thereof except as herein otherwise provided, and the 
Federal Savings and Loan Insurance Corporation, respectively, shall have and 
mav exercise all functions which they respectively had or could exercise, imme- 
diately prior to the effective date of the Housing Amendments Act of 1955 or 
immediately prior to the effective date of section 101 of the Independent Offices 
Appropriation Act, 1955. Said Board shall annually make a report of its 
operations (including those of the Federal Savings and Loan Insurance Cor- 
noration) to Congress as soon as practicable after the first day of January in 
each year. The name of the Home Loan Bank Board is hereby changed to 
“Federal Home Loan Bank Board.”’” 

Il. Amend Section 16 of S. 1800 to read as follows: 

“Sec. 16. The National Housing Act, as amended, is hereby amended 

‘(1) by amending subsection (b) of Section 402 to read as follows: 

‘*(b) (1) The capital stock of the Corporation shall be divided into non- 
voting shares of a par value of $100 each and shall consist of the aggregate 
amount of stock held by Federal home loan banks, as hereinafter provided. 
rhe Corporation shall issue a certificate to each stockholder of record, evi- 
dencing that such stockholder is the owner of stock of the Corporation in the 
mount shown on the books of said Corporation. No stock of the Corporation 

ay be assigned or transferred without the prior approval of the Corporation. 
The Federal home loan banks shall subscribe and pay for such stock as herein 
set forth: Provided, That the Home Loan Bank Board shall have power to 
establish such procedures as in its judgment are equitable in connection with 
such subscription and payment and in connection with the other provisions of 
this subsection. 

‘*(2) The original stock subscription for each Federal home loan bank shall 
be in amount equal to 20 per centum of the outstanding capital stock of such 
Bank on the effective date of this amendment. The Home Loan Bank Board 
may from time to time adjust the amount of stock of the Corporation held by 
each Federal home loan bank so as to require such additional subscriptions as 
may be necessary to increase such stock by such percentage as may be deter- 
mined by said Board of the excess of the capital stock of such bank over the 
capital stock of such bank on the effective date of this amendment. Such per- 
centage may from time to time be increased or decreased by said Board, but 
shall be uniform for all of the Federal home loan banks and shall not exceed 
10 per centum of such excess. Said Board, if it finds that the amount of stock 
of the Corporation held by any Federal home loan bank is in excess of the 
amount currently required pursuant to this subsection, may in its discretion 
permit or require the surrender of the excess, or such part thereof as may be 
specified by said Board, and upon such surrender the Corporation shall pay to 
such bank the value of the stock so surrendered, as determined by said Board: 
Provided, That no surrender which would reduce the stock of the Corporation 
held by any such bank below the amount of such bank’s initial subscription 
thereto shall be permitted or required. Where any amount of the stock of the 
Corporation calculated under any of the foregoing provisions of this subsection 
would not be a multiple of $100, such amount shall be the next highest multiple 
of $100. 

‘(3) The Corporation shall declare and pay annually, out of its net income 
for each year, to stockholders of record as of a record date fixed by said Corpora- 
tion, noncumulative dividends upon its stock at such rates as the Corporation 
shall determine: Provided, That no such dividend shall exceed in the aggregate 
50 per centum of the premium income of the Corporation for the preceding twelve 
months’ period but such dividend shall, to the extent that funds are available 
therefor, be declared at the rate at least one-half per centum greater than the 
average cost of money to the Federal home loan banks upon obligations issued 
by them pursuant to section 11 of the Federal Home Loan Bank Act, as amended, 
during said twelve months or if none were issued during such period then the 
average cost of money thereon during the twelve months’ period ending on the 
last date on which such obligations were so issued’. 

“(2) by amending subsection (h) of section 402 to read as follows: 

‘(h) The Federal Savings and Loan Insurance Corporation shall, on or before 
sixty days after the effective date of this Act, retire at par all outstanding stock 
held by the Secretary of the Treasury and shall pay to the Secretary of the 
Treasury a return on the average amount of capital stock outstanding during the 
fiscal year 1955 at a rate determined by the Secretary of the Treasury, taking into 
consideration the current rate on outstanding marketable obligations of the 
United States as of the last day of the sixth month of said fiscal year, but pro- 
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rated for the actual time during the fiscal year in which retired that the stock 
shall have been outstanding at the time redeemed.’ 

“(3) by striking section 403 (d) and inserting: 

‘(d) Any institution which applies after the effective date of the Housing 
Amendments of 1955 for insurance under this title shall pay, in the event its 
application is approved, an admission fee in such amount as the Corporation shall 
determine, taking into consideration the total cost of processing all insurance 
applications.’ 

“(4) by amending subsection (e) of section 406 by striking the words ‘Housing 
and Home Finance Administrator’ and inserting in lieu thereof the word 


‘Congress’,”’ 








FURTHER PROPOSED AMENDMENTS SUBMITTED FOR 8S. 1800 


Amend Section 15 of S. 1800 to read as follows: 

“Src. 15. The Home Owners’ Loan Act of 1933, as amended, is hereby amended : 

“(1) by striking the proviso at the end of the second paragraph of section 5 (c) 
and inserting: ‘Provided, That no such loan, unless so insured or guaranteed, 
shall be made in exeess of $2,500.’ ”’ 

(2) by adding the following new paragraph at the end of section 5 (c): 

‘Without regard to any other provision of law, but under such rules and regula- 
tions as the Board may prescribe, any such association whose general reserves, 
surplus and undivided profits are at least equivalent to 5 per centum or more of 
its withdrawable accounts is authorized to invest a sum, not exceeding 5 per 
centum of its withdrawable accounts, in home sites, including the development 
thereof, and housing for sale or rental, including property acquired for the 
specific purpose of reconstructing, rehabilitating, or rebuilding residential areas 
to meet the minimum standards of health and occupancy prescribed by appro- 
priate local authorities to assist in the development thereof, or in shares of a 
corporation wholly owned by one or more institutions insured by the Federal 
Savings and Loan Insurance Corporation, which is chartered for any of the 
specific purposes hereinbefore enumerated, and to make or otherwise invest in 
loans for the acquisition and development of home sites and housing’.” 
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Amend Section 15 of S. 1800 to read as follows: 
“Sec. 15. The Home Owners’ Loan Act of 1933, as amended, is hereby 
amended : 

“(1) by striking the proviso at the end of the second paragraph of section 5 (c) 
and inserting: ‘Providing, That no such loan, unless so insured or guaranteed, 
shall be made in excess of $2,500.’.” 

“(2) by adding the following at the end of the first paragraph of section 5 (c): 

‘Such associations may also purchase for their own account investment securi- 
ties under such limitations and restrictions as the Board may by regulation pre- 
scribe: as used herein the term “investment security” shall mean marketable 
obligations evidencing indebtedness of any persons, copartnership, association or 
corporation in the form of bonds, notes and/or debentures commonly known 
as investment securities under such further definition of the term “investment 
securities” as may by regulation be prescribed by the Board; except as other- 
wise permitted by law, nothing herein contained shall authorized the purchase 
by an association for its own account of any shares of stock of any corpora- 
tion. No association may invest in excess of 25 per centum of its assets in 
“investment securities” as herein defined.’.” 








INFORMAL MEMORANDUM PRESENTED ORALLY BY HOWARD EDGERTON AND STEPHEN 
SLIPHER TO ADMINISTRATOR COLE AND COMMISSIONER MASON, FripAy, MarcH 
25, 1955, In RESPONSE TO THEIR REQUEST FOR THE UNITED STATES LEAGUE VIEWS 
ON IMPROVING FHA 


RECOMMENDATIONS ON FHA 








. Requirements for mutualization 
1. Terminate the participating dividends to borrowers. 


2. Set maximum terms at 80 percent, 20 years for existing homes and 90 per- 
cent, 25 years for new homes. 


58. Increase the insurance premium to 1 percent. 
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$. Limit claim payments to 90 percent of unpaid balance (90-10 coinsurance). 

5. Eliminate the Federal guaranty of debentures 
II. Steps which can be taken immediately 

1. Terminate participating dividends to borrowers. 

Reduce loan terms to 80 percent, 20 years for existing houses and 95 per- 
cent of first $7,000 and 70 percent of excess for new houses for 25-year maturities. 

8. Make a one-time charge to the borrower of 3 percent of the excess of loan 
over 6Q percent of value, such charge to be added to the loan and amortized 
over the first 24 months. 

4. Pay 100 percent of claims only to those lenders whose loss claims after 
effective date are less than 50 percent of premiums paid after effective date. 
Lenders exceeding this ratio would receive 95 percent of unpaid balance. 
(This is a modified 95-5 percent coinsurance). 


SUPPORTING MATERIAL ON FHA RECOMMENDATIONS 
General 


The United States Savings and Loan League believes that a sound FHA 
program Can definitely make a contribution to housing. ‘The benefits and advan 
tages of the FHA plan were intended to result from the insurance principle of 
spreading the risk over a tremendous number of widely divergent loans and 
borrowers. Benefits were not intended by Congress to stem from Federal subsidy. 

In actual practice the insurance principle has been so badly diluted that the 
program is not self-sufficient and requires a heavy backstopping from the Treas- 
ury. The reserves of about 2 percent are grossly inadequate compared to private 
lenders with reserves of around 10 percent. If the risks assumed by the FHA 
are brought in line with the reserves, or vice versa, the program will become 
self-sufficient, will conform to congressional intent, and will be immune from 
legitimate criticism by private lenders. To do this requires that the risk be 
reduced and/or income and reserves increased. 

Group No. 1 of the recommendations reflects those changes required to put 
FHA on a proper basis. Group No. 2 of the recommendations provides for 
a more gradual transition and represents changes which are more feasible politi 
cally and would avoid the risk of any sudden effect on the economy. 


Brief Explanation of Recommendations 


I, Requirements for mutualization 

1. Terminate the participating dividends to borrowers.—TYhis is the quickest, 
easiest, and least painful way to increase FHA income and reserves. Up to 1953, 
$47 million had been returned to borrowers and another $60 million was ear- 
marked for distribution to be repaid under the present program. This “wind- 
fall to mortgagors” (words used by Administrator Cole before Senate committee), 
plays an insignificant part in encouraging homeownership or popularizing FHA. 
It can be likened to the $160 interest gratuity for VA loans which was dropped 
by Congress practically unnoticed and unprotested. Actually, the insurance 
premium is collected to meet losses over a total cycle. Until there has been a 
total cycle there is no true basis for a refund. Under the present procedures 
all of the losses will have to be met out of one group of loans and the risk has 
not been truly prorated. The point is well summarized by Commissioner Holly- 
day before the Senate Banking Committee (Housing amendments of 1953): 
“IT think the following is quite important, gentlemen: The anomaly of substantial 
dividends to mortgagors while the Treasury is exposed to appreciable expense 
on account of the system is a consequence of inadequate provision for spreading 
the burden of contingent cyclical losses throughout the entire system of group 
accounts.” 

The President’s Housing Advisory Committee, in recommending “major modifi- 
cation of the mortgage insurance system,” had this to say: “The final major 
factor which has limited the accumulation of surpiuses to meet future losses 
has been the extent of participating shares distributed to terminating mortgagors. 
This factor continues in effect although partially abated by the legislative action 
in the housing amendments of 1953, and constitutes the main objective of the 
specific proposals listed below for carrying out recommendation No. 12.” 

2. Set marimum terms at 80 percent, 20 years for existing homes and 90 percent, 
25 years for new homes.—Until reserves are built up to a higher level some re- 
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duction must be made in the new risk assumed. These terms represent liberal! 
lending and exceed the terms typically offered without insurance. It seems ir 
refutable that present reserves for FHA are grossly inadequate. This inade 
quacy has been pointed out by the Hoover Commission, the Hoover task force 
the President’s Advisory Committee on Housing, and the FHA itself. 

According to exhibit 7 of the President’s Advisory Committee on Housing based 
on figures supplied by the FHA, section 203 mutual mortgage insurance fund has 
estimated available surpluses of $151,900,000 against unpaid balances outstanding 
of $9,196,100,000 as of June 30, 1953. This is a reserve ratio of approximately 
1.6 percent. The FHA itself estimated the reserve requirements at that time 
to be $245,500,000, indicating approximately a $100 million shortage. Savings 
and loan associations have reserves against conventional loans of approximatel, 
10 percent. The following exchange before the Senate Banking Committee in 
1953 bears out the point: 

“Senator Dove.as. * * * would you regard this is a very adequate reserve, 
1\% percent, against maintaining 83 percent of value at the time of construction * 

“Mr. Hottypay. No, sir, but I do think you have to bear in mind that we get 
back properties, and we are not under enforced liquidation. 

“Senator DovuGLas. I understand, but after all, you only have a sector of the 
real-estate market. 

“Mr. Hoxtiypay. Yes. 

“Senator DovuaLas. Suppose there is a general decline in the real-estate market” 

“Mr. Core. That is one of the reasons why we suggest in this bill that we 
strengthen the reserves.” 

At another point Commissioner Hollyday, describing an FHA study of possible 
losses, said: “The difference of $77,399,716 constitutes the prospective liability 
of the United States Treasury for payment of MMI fund debentures which the 
MMI system would have issued but been unable to redeem if a depression had 
started at the beginning of this year.” 

In the report of the President’s Housing Advisory Committee you will find 
this comment: “The subcommittee has been informed that in the event of an 
immediate depression the FHA surplus accounts in the mutual mortgage insur- 
ance system might be as much as $70 million to $100 million or more below the 
amounts required by the most serious assumed standards of losses. This amount 
may be considered an approximate measure of the inadequacy of the accumula 
tion of assets resulting from a more than normal period of prosperity.” 

The Hoover Task Force on Lending Agencies had this to say: “While FHA 
is sometimes represented as being one of the business-type Government corpora- 
tions, the fact is generally conceded that there would be no market for the loans 
which it insures were it not for the Government guaranty behind the debentures 
a lender will receive in the event that he forecloses an FHA-insured loan. So 
there is a contingent liability of the Government with respect to the total amount 
of FHA-insured loans outstanding at any time, less the amount of loss reserves 
that have been accumulated by FHA to meet the contingencies. The long-range 
adequacy of the reserves for that purpose has been questioned by thoughtful 
students of the subject.” The Hoover Commission Report on Lending Agencies 
contains this comment: “As noted earlier, the $17,921,863,000 of mortgages in- 
sured by the Federal Housing Administration as of June 30, 1954, is supported by 
reserves and surplus of $338,826,000 or a reserve of about 2 percent which 
compares with a reserve generally carried by private savings banks on out- 
standing home loans of 6 percent, It seems to us that the adequacy of Federal 
Housing Administration reserves should be thoroughly explored, particularly in 
view of the low minimum equities which have been required in many of these 
loans and guaranties.” 

Thus FHA reserves are actuarially inadequate. The two available remedies 
are to increase reserves and decrease risk. The inadequacy is so great and 
so obvious that both steps should be taken. The recommended cutback in 
maximum terms would sharply reduce the FHA’s risk since it will require 50 to 
100 percent greater equity by homeowners and speed amortization of loans. For 
instance, on a $10,000 house, a 95 percent loan at the end of 5 years will have 
an unpaid balance of $8,721. A 90 percent 25-year loan will have been paid down 
to $7,974. In the latter case the loan would be safe against a 20 percent drop 
in property values; in the former case against a 13 percent drop. To put it 
another way, a 25 percent drop in values would result in respective lesses on 
the loans of $474 or $1,221, the slight change in terms making a 3 to 1 difference 
in ultimate loss, 
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Increase the premium to 1 percent—With FHA reserves totaling less than 
2 percent of the unpaid balance of loans, income must be increased to permit 
greater allocations to reserves. Much of the present one-half of 1 percent 
premium goes for administrative expenses and even an increase to 1 percent 
would leave for reserves considerably less than 1 percent. Savings and loan 
associations Which build their own reserves have in recent years been allocating 
in excess of 1 percent solely for losses. 

}. Limit claim payments to 90 percent of unpaid balance (90-10 coinsur- 
ancé).—Lenders should participate in some of the risk of title II loans just as 
on title I loans. This makes for better appraisals, supervision, and tighter 
processing. A lender who is not willing to assume up to a maximum of 10 percent 
loss on a loan should stay out of the lending business. 

5. Eliminate the Federal guaranty of debentures.—As the reserves and the 
risk are brought into line the debentures will lean on the Federal guaranty to 
a lesser and lesser degree. The Federal guaranty of the debentures should be 
dropped just as soon as such action can be taken without drastic consequences 
to the FHA program. 

IT. Steps which can be taken immediately 


1. Terminate participating dividends to borrowers. See above. 

2. Reduce loan terms to 80 percent and 20 years for existing houses and 95 
percent of first $7,000 and 70 percent of excess for new houses for 25-year 
maturities (30 years for houses costing less than $10,000). See above. These 
suggested terms represent approximately the te rms offered prior to 1954. 

3. Make a one-time charge to the borrower of 3 percent of the excess of the 
loan over 60 percent of value, such charge to be added to the loan and amortized 
over the first 24 months. If it is not feasible to immediately adjust the premium, 
then a quick way to produce necessary income to add to reserves is to make a 
flat charge based on the risk portion of the loan. On a $10,000 home this wonld 
amount to a charge of about $90 to be prorated over 2 years, which is less than 
$4 a month, but it would quickly add millions of dollars to FHA reserves. 

4. Pay 100 percent of claims only to those lenders whose loss claims after 
effective date are less than 50 percent of premiums paid after effective date. 
Lenders exceeding this ratio would receive 95 percent of unpaid balance. (This 
is modified 95-5 percent coinsurance.) This provides a very minimum of lender 
participation and has some salutary effect on improving lenders’ supervision 
and processing of loans. 


Senator SparKMAN. Next we will have Mr. Arthur J. Packard, of 
the American Hotel Association. 


Good morning, Mr. Packard. We are glad to have you here. We 
have your prepared statement. Proceed, if you will. 


Multifamily housing mortgage limitation 


STATEMENT OF ARTHUR J. PACKARD ON BEHALF OF THE 
AMERICAN HOTEL ASSOCIATION 


Mr. Packarp. Thank you very much. I will take very little time. 

Iam Arthur J. Packard, and I am chairman of the American Hotel 
Association governmental affairs committee. 

First, I want to thank you gentlemen most sincerly for your action 
in incorporating section 513 into the 1954 Housing Act. In the main, 
we think this will ultimately provide the relief desired. It should 
also terminate much of the unfair competition which we have been 
experiencing from Government-financed projects which were found 
to be renting units transiently with eit services. We shall long 
remember and appreciate the consideration which we received from 
your committee last year; and you, Senator Capehart, of course, were 
particularly familiar and sympathetic to our problem because of the 
case in Indianapolis with which you are familiar. 





392 HOUSING ACT OF 1955 


I am glad to report that we feel the Department of Justice and the 
Federal Housing Administration have been diligent in enforcing the 
provisions of section 513 which were enacted last year. However, this 
objectionable practice of transient rentals has not yet been completely 
stop ped. But when three cases, now before the Federal courts, are 
decided, we hope that the pattern of procedure will have clearly 
emerged, and that the controls which the Congress established will 
begin to be effective. 

Even though this is a very serious business to the hotel industry, 
the preliminary litigation is not without its paradoxical angles. For 
example, the Commissioner of FHA ordered one apartment building 
to cease and desist from its practice of transient rentals, whereupon 
the ITA borrower brought action in Federal court to compel the 
Commissioner to desist from further harassment and annoyance in 
the operation of his property. But with the Department of Justice 
depending the case, 1 hope the Commissioner has not missed any sleep 
over that action. 

[ would like very much to recite a few observations to your 
committee today, during the brief time that I will require for this 
statement. 

First, one of the points we stressed in our testimony last year was 
the fact that there are roughly 1 million hotel rooms throughout the 
country. Compared with this number, we understand that there are 
approximately 500,000 units in FHA projects which were financed 
under section 608 and section 207. These federally financed facilities 
could conceivably take over our entire business, if permitted generally 
to rent on a transient basis. However, Congress took care of that 
situation last year by forbidding such transient rentals, except under 
certain circumstances. 

But today there are already several bills before the 84th Congress 
today which would exempt. certain FHA projects from section ~ 513, 
and permit transient rentals by those certain properties. And even 
though it be said, in some cases, that the borrowers are in difficult 
financial straits, may I observe that the hotel industry, too, finds 
itself in difficulty. Nationally, our occupancy has been steadily 
downward ever since 1947. And we will not soon forget that in the 
decade of the 1930's, 82 percent of all hotels either went bankrupt or 
were obliged to refinance. And this happened, if you please, without 
competition from Government-financed properties which now repre- 
sent a potential competitor with 50 percent of our total available space. 

Second, we note that Administrator Albert Cole recommended to 
your committee that the mortgage limitation on multifamily housing 
projects be raised from $5 million to $12,500,000. There probably are 
valid reasons why Mr. Cole lodged this recommendation with the Con- 
gress. But I should like to point out that there are probably no more 
than 25 hotels in all America, whose assessed valuation today would 
equal $12,500,000. You are, therefore, thinking in terms of building 
properties which generally surpass anything known in the hotel field. 
When you are dealing in sums of that size, gentlemen, I believe that 
a builder would find himself able, for the first time, to finance the con- 
struction of one of these properties in the Chicago Loop, or the very 
heart of the downtown business area in almost. any American city. 
Thus could be created an establishment which could very simply be 
converted to hotel operation later and largely supplant a number of 
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existing hotel properties. Congress might want to consider requiring 
that such properties be located only in areas zoned primarily for resi- 
dential purposes. Or, it could be provided that only a certain 
percentage of the units in such giant st ructures could be designed for 
efliciency apartments which are easily convertible. Thus you could 
preserve the role of providing permanent housing, at the same time not 
permitting the construction of an apartment building designed for 
early conversion to hotel purposes. 

Third, normally, I believe it is the practice to extend for only 1 or 2 
years the authorization for such bureaus as the Housing and Home 
Finance Agency. I notice that your committee is being urged this 
vear to extend certain parts of the law for a period as long as 5 years. 
The AHA certainly does not want to object to this proposal, if there 
are compelling reasons why it should be done. But we do definitely 
feel that the hotel industry would have been in dire straits, if there 
had been no opportunity for us to point to the inequities which had 
inadvertently grown up within the Agency, as we did last year. Con- 
ceivably, other segments of the business economy in America might 
likewise encointer unexpected developments, from time to time, which 
they would need to bring to the attention of this committee. And if 
you were operating under a 5-year extension of authority, there might 
be grave pressures against holding hearings at regular intervals of 
| or 2 years. So, unless there are persuasive reasons for this long a 
period of extension, we would urge that you designate a somewhat 
shorter span of time. 

Fourth, Administrator Cole also discussed, at some length, a pro- 
posal to vest in the Department of Defense the responsibility for 
financing housing which might be constructed on or near military 
bases. And Senator Capehart has also come forward with an inter- 
esting proposal regarding construction which would be designed for 
the military. May we respectfully express the hope that some section 
comparable to 513 in the 1954 Housing Act be incorporated into any 
new legislation passed by this Congress dealing with the garden-type 
apartment developments built for the housing of military personnel. 
The uncertainty of the period of tenure of Armed Forces at any site 
does make it doubly difficult to finance an adequate supply of satis- 
factory housing. But there are numerous instances today where these 
garden-type apartments are serving as motels and motor courts, cater- 
ing to the general public, because the services deactivated a military 
post, leaving those properties isolated. So we do appeal for some 
safeguards against such abuses. 

lifth, the present housing legislation provides for Federal partici- 
pation, with communities, in the redevelopment of blighted areas. A 
Federal grant is available from the Housing and Home Finance 
Agency with which to purchase the right-of-way, and to help raze all 
undesirable structures in the areas. Then the city is normally respon- 
sible for providing the new streets, sewers and gutters, schools, and 
so forth, to fit into the new concept. It is interesting to observe that 
at least three places known to us contemplate the construction of a hotel 
as one of the facilities which would be incorporated into the final plan 
for redevelopment. There seems to be no prohibition in the present 
language of the act which would prevent such a move. 

Under multifamily housing, the FHA will not loan money for the 
construction of a hotel building, but seemingly, under the broader 
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authorizations of another section of the act, this type of property can 
be built. I wonder if this is entirely consistent. Somewhat face- 
tiously, I would certainly suggest that, based on the national average 
earnings of the hotel industry, most communities would be embarking 
upon a rather perilous course of action if they did build such a strue 

ture. Since the Housing and Home Finance Agency must approve 
any and all aspects of the redevelopment plan, they do have the au 
thority to veto any phase of the program. It might be that the Con- 
gress would want to set forth certain precautions and w arnings for the 
future guidance - appropriate officials who handle the redevelopment 
of blighted area 

Sixth, my final point, when the Congress enacted section 513, you 
made it possible for certain FHA projects to continue renting tran- 
siently a certain number of units, if such units were offered for tran- 
sient rental prior to May 28, 1954, and if the Commissioner found 
that the project was located in a “resort area.” Just last an on 
April 26, the FHA came out with its definitions of “resort areas.” We 
admit that this was a difficult assignment. We had coduillbed ¢ on sev- 
eral occasions, with staff people, with reference to this problem, and 
we had filed a written statement, giving them our views as to how 
they might fairly resolve that problem. They ended up by providing 
four factors which the director must take into consideration. 

We do not read into that statement anything approximating the 
requirement that all four of those tests must be met. Actually, only 
the fourth test has any teeth in it. But we do state, quite fr: ankly, 
that when it comes to the first three tests, such cities as New York, 
Philadelphia, Chicago, Boston, Kansas City, and St. Louis, could all 
qualify. And we certainly do not believe that it was the intent of 
Congress to set up so broad a concept of “resort area” as to permit 
industrial, metropolitan areas to pass for resorts. 

If we have clearly understood your thinking in the matter, it may 
be that a line or two in the committee report, setting forth committee 
intent, could help materially to clarify this situ: ition. We believe 
that any approved project should be obliged to meet all four of these 
tests. 

I must admit that we have no single complaint to file as yet on this 
resort problem, because to our knowledge, this machinery has not yet 
functioned. No single application from a project, seeking to qualify 
under this language, has yet come before the director. But this is our 
last opportunity to tell our troubles to the Senate Banking Committee 
in 1955, and we do feel obliged to advise you that this loose language 
proved a grave disappointment and could prove a great hazard to us. 

Thanks very much, gentlemen. 

Senator SparkMAN. Any questions, Senator Capehart? 

Senator Carenart. Nothing, except do you think that Chicago, St. 
Louis, Boston, California, come under this resort area ? 

Mr. Packarp. They could under the first three qualifications, Sena- 
tor. The fourth has some teeth in it, but under the first three quali- 
fications they could qualify. 

Senator Carenart. They shouldn't. 

Mr. Packarp. That is what we think also. 

Thank you very much, gentlemen. 

Senator SparKMAN. Thank you very much, Mr. Packard, gentle- 
men. 
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Mr. Weitzer, would you come around. You are national legislative 
director of the Jewish War Veterans. 
We are glad to have you make your presentation. 


STATEMENT OF BERNARD WEITZER, NATIONAL LEGISLATIVE 
DIRECTOR, JEWISH WAR VETERANS 


Mr. Werrzer. Mr. Chairman, I am sorry I don’t have a prepared 
statement. I would like to submit one for the record. 

Senator SPARKMAN. We would be very glad to have it. I was just 
voing to suggest that since time was so short perhaps it is well you 
don’t have it. 

Public housing 

Mr. Werrzer. Well, I just have a few convictions about this situa- 
tion that I would like to voice to you. 

[ think there is no question about the fact that everybody is agreed 
that what might be termed the grandiloquent bill that was put before 
this committee something over a year ago or about a year ago and was 
passed after having been pretty sadly mutilated has proved a complete 
failure insofar as its objective was concerned. 

Senator Capenart. Which bill was that, do you say? 

Mr. Werrzer. The housing bill of 1954, Senator. 

Senator Carenart. You don’t think it has done a good job? 

Mr. Werrzer. It is supposed to have 35,000 houses. 

Senator CareHart. You mean public housing ? 

Mr. Werrzer. Public housing. 

Senator SparKMAN. You are speaking about the public-housing 
part of that bill? 

Mr. Werrzer. Well, I will deal with a few of the others of it, too. 

Senator Capenartr. You are not condemning the bill as a whole; 
vou are just going to pick out some parts of it? 

Mr. Werrzer. Well, the bill as it came in here was one of those 
creations that sort of promised everything. We were going to stop 
blight. We were going to get rid of slums. We were going to rebuild 
the areas, touch them up, glamori ize the areas that had been blighted, 
and, well, everything was going to happen, and they even got to 
granting the President’s request for 35,000 housing units. 

Senator Carpruart. Public-housing units? 

Mr. Werrzer. Yes. Somehow before the bill got all through and 
before the appropriations got through, there had been so many fish- 
hooks put into this thing that I think all of us must agree that those 
objectives have not been reached. 

Senator Carenart. You are talking about the objectives of public 
housing and blighted areas, slum areas? That is what you are talking 
about # 

Mr. Werrzer. Yes. Those are the prince ips al things, sure. The 
FHA got cleaned up after your investigation, Senator, and, of course, 
it is always pretty easy to lend money to people that want it or could 
guarantee the loans which the FHA does, and so far as I know they 
haven't gotten into any messes during the past year. 

Military housing 


The thing that I would like to see done—I tried to read through 
all these bills, and one of the bills in which I am particu: irly inter- 
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ested is one that you have before this committee, Senator, and that is 
for military housing, which as a representative of the veterans’ 
organization | am seriously interested in because the cost of the armed 
services budget, as you know, runs into tens of billions of dollars, 
and one of the things that runs that cost up is the cost of recruit 
ing new men all the time. 

Senator Carrnarr. Mr. Chairman—would you yield? 

Mr. Werrzer. Certainly. 

Senator “eo enART. Would you agree with me that at the end of 
- 7“ | War II there was a great need for housing for soldiers return 

, being dine harged, and that the C ongress has done a pretty good 
‘ob in that respect ¢ 

I mean we have supplied several million houses. Isn’t there a great 
need ac the moment for housing of the boys that are still in the service 
and those that are being called back into the service at the moment ? 

Mr. Werrzer. Well, that is exactly why I say—— 

Senator Cargnarr. Isn’t the need as great today for that as it was 
in 1945 or 1946 for housing for the boys that were getting out? 

Mr. Werrzer. Well, nobody ever contemplated at that time, of 
course, that we would have to go back to Armed Forces of around 
+ million men. When the Wherry bill was passed, frankly, I wasn’t 
too enthusiastic about it. Maybe the time hasn’t come to uncover 
What has gone on under that bill, but there may be some windfalls 
lurking in the corners on that one; and I haven't read your bill too 
carefully, but I hope that you provided for the kind of protection 
on that score that is sadly needed. 

Senator Caremarr. There can’t be any windfalls under 8S. 1501 
for the simple reason that the housing is to be built by the lowest 
bidder and the tenants established at that point will at that point take 
over control and own it. 

Mr. Werrzer. As I say, I don’t want to pass that up. I don’t want 
to confine myself entirely to a harangue about the evils and the short- 
comings of the legislation that went through the Congress this year, 
but I think it points to the fact that in my opinion you need to go 
back to the Housing Act of 1949, taking into consideration some of 
the things that have been learned since that time. But that Housing 
Act within the limits that were imposed upon it by the Appropria- 
tions Committee tackled the basic problem. If you are going to get 
rid of slums, if you are going to cure blight, you can raze the slums, 
but you can’t raze the people that are living in them. 

Senator Carenarr. You are talking about the 500,000 units that 
will be built at the rate of 135,000 a year? 

Mr. Werrzer. That is right, up or down, according to the economic 
situation. 

Senator Carenarr. Called the Wagner-Taft-Ellender Act? 

Mr. Werrzer. Taft-Ellender-Wagner Act originally, and nowadays 
it seems to me that some people are inclined to forget one of the 
most constructive things that Senator Taft ever did during his career 
in the Senate, I think, which was his study, very arduous, § serious, 
complete, and thorough study of the housing problem. 

Senator SparkMaN. Let me see now if I can summarize your views 
from what you have said, and as I understand it you want to present 
a prepared statement for inclusion. 

Mr. Werrzer. That is right. 
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Senator SPARKMAN. You believe that we ought to get back to a 
workable and a more practical public housing program‘ You believe 
that we ought to have, shall I say, a vigorous slum clearance program. 

Mr. Werrzer. Yes. 

Senator SpaRKMAN. And you believe we ought to give careful con 
sideration to the provision for adequate housing for military per- 
sonnel? You mentioned specially those three things. 

Mr. Werrzer. That is right. I want to touch on one other thing. 


SJum clearance and urban renewal 

Senator SparKMAN. Of course, may I say in connection with slum 
clearance, I suppose you also would go along with the urban-renewal 
program. 
~ Mr. Werrzer. Yes. I have no quarrel with the stated objectives of 
the legislation that was recommended by this committee and put 
through the Congress last year. What I am thinking about is the 
fact that in this process of passing through 

Senator Sparkman. You are thinking about the way it came back 
finally from Congress ¢ 

Mr. Werrzer. What I am talking about is that that job needs to be 
done. We want to clear up the slurhs. We want to prevent the crea- 
tion of more slums, I think the first step in that is to take care of the 
people that are living in those areas. Now until you make a place 
for them, according to the legislation of the past you can’t have an 
urban redevelopment program. ‘That is an inherent factor in getting 
a redevelopment program approved by the Housing and Home 
Finance Agency. Until you get that you can’t get public housing, 
and you have got an arrangement there where the thing just can’t 
move, can’t get “off the ground. I think if you will come back to the 
principles of the Housing Act of 1949, and bring that up to date in 
accordance with the points I have just made, that you will have legis- 
lation that will enable you to get rid of the slums and take care of 
the people that are living there in a little bit better fashion. 


C00 pe rative housing 


One other thing I want to touch on is this matter of cooperative 
housing. We feel for veter ans, particularly veterans living in cities, 
in urban communities, that the cooper ative housing along the lines 
that the builders use and at one time had before the committee, Sen- 
ator, is really a very essential thing, because when I read the adver- 
tisements of these apartments that are going up around Washington, 
when I heard in this informal conference that we had the other day 
in New York State, with the help of the State aid and so on, you get 
to the point where you can rent an apartment for $22 a room, I am 
wondering where a man who makes only $70 or $80 a week and has 
3 or 4 kids is going to live if he has to live in New York City. Not 
everybody can move out to some nice semirural community in Indiana 
where you can probably get housing for a lot less. 

Senator Carrnarr. That’s right, the best place to live is in Indiana. 

Mr. Werrzer. A lot of people have to live in the cities; whether it’s 
New York or Chicago or Milwaukee or San Francisco or Los Angeles, 
I get the same story, that you can’t live in an apartment unless you 
are making $150 or $200 a week, and we are in no position to say that 


any large substantial part of the population is going to get into that 
category. 
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[ think you ought to take up this question of cooperative housing 
and give us back an assistant commisisoner in FHA to take on the 
responsibility of helping the people who want to get cooperative hous- 
ing. Thank you very much. 

Senator SparkMan. Thank you. I appreciate it. 

Without objection I should like to place in the record a letter from 
the National Society of Professional Engineers stating their views on 

1800, and also one from the National Retail Lumber Dealers Asso- 
ciation. Without objection we will place both of those in the record. 
We have invited different groups to submit statements since time 
would not permit all of them to testify. 

(The letters referred to follow :) 


Nlum ele ATANCE and urban Te wal 
NATIONAL SOCIETY OF PROFESSIONAL ENGINEERS, 
Washington, D. C., May 12, 1955. 
Hon. JOHN SPARKMAN, 
Chairman, Subcommittee on Housing, 
Senate Banking and Currency Committee, 
Sendte Office Building, Washington, D. C. 

My Dear Senator: The National Society of Professional Engineers has noted 
with great interest the introduction and present consideration of S. 1800, a bill to 
extend and clarify laws relating to the provision and improvement of housing, 
the elimination and prevention of slums, and the conservation and development 
of urban communities. 

We request that the views expressed herein be incorporated into the record 
of the hearings. 

Our interest is particularly in connection with section 17 of the pending legis- 
lation, which would amend section 702 of the Housing Act of 1954 by providing 
a permanent and enlarged program for advance planning of public-works 
projects. 

The National Society of Professional Engineers has been interested in the 
advance planning programs since their inception as part of the War Mobilization 
and Reconversion Act of 1944, and we indicated our support of the continuation 
of these programs in 1947, in 1949, and again in 1954 when the Housing Act of 
1954 was under consideration. 

The three temporary advance-planning programs have provided opportunity 
for many members of the engineering profession to perform professional services 
in connection with projects of all types to improve the health, welfare, and 
safety of the citizens of the Nation. Based on that experience, we feel that our 
organization is in a fair position to comment upon the present plan to establish 
the program on a permanent basis by the use of a revolving fund and to increase 
the authorized amounts available for advances. On three separate occasions, 
the board of directors of the National Society of Professional Engineers has 
considered the matter of supporting the programs, and this consideration has 
resulted in approval in each case. 

It may be in order to state at this point that the National Society of Profes- 
sional Engineers is composed of 89 member State societies, which, in turn, 
include over 350 local chapters in all parts of the Nation. All of the more than 
35,000 members are registered under the engineering registration laws of one or 
more of the States. 

Based on our experience as outlined and the comments of our members who 
have participated actively in the advance planning programs, we desire to inform 
the subcommittee of our continued support of the principles of a program for 
advance planning of non-Federal public works. We are gratified to know that 
consideration is now being given to making the program permanent and enlarsg- 
ing its scope by the authorization of additional funds. We are confident that 
the expanded program, combined with some assurance of continuity will do 
much to serve the public interest through careful and efficient planning of desir- 
able and useful public works at the local and State levels. 

We respectfully urge the subcommittee to approve the advance planning 
portion of the pending bill. 

Very truly yours, 
Pau H. Rossins, P. E., 
Egecutive Director. 
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STATEMENT OF H. R. Nortuup, Execurive VICE PRESIDENT, NATIONAL ReETAII 
LUMBER DEALERS ASSOCIATION 


Mr. Chairman and members of the committee, I appreciate this opportunity 

present to the committee the views of the members of the National Retail 
Lumber Dealers Association on Senate bill 8. 1800 pending before your com- 

ittee. 

Chis bill would provide for the continuation of certain programs of the Hous- 

x and Home Finance Agency. 


Vortgage insurance authorization 


S. 1800 would increase the authorization for FHA mortgage insurance by 
{ billion. This additional authorization is necessary to assure continuation of 
the FHA programs and should be approved. 


llome repair and modernization program 


One very important provision of 8S. 1800 is section 2 which would extend the 
FHA title I home repair and modernization program for 5 years to July 1, 1960. 
This program has, over the last 20 years, provided a means of financing home 
epair for over 18 million homeowners. In 1954, over 1% million borrowers used 
operty improvement loans insured by FHA. 

rhe title I program has had the effect of lowering and stabilizing financing 
harges on property-improvement loans and has stimulated interest of lending 

stitutions in this type of loan. 

Many families have found it necessary to expand their living quarters because 

‘an increase in the size of their families or for other reasons. Others have 
ised the program to prevent deterioration of their property. 

The title I program is a necessary adjunct to the urban renewal program for 

ghborhood conservation and improvement provided for in the Housing Act 

19/4. 

Lumber and building material dealers have a vital interest in the title I 
program. The repair and modernization business is a major source of revenue 
to dealers which would not be available without adequate financing of major 
improvements, 

We, therefore, urge the continuation of this program. 

In your consideration of the continuation of the title I program, we suggest 
that thought be given to certain amendments which, in our opinion, would 
improve the program. 

lhe President’s Advisory Committee on Government Housing Policies and 
Programs recommended that “Title I of the National Housing Act should be 
amended to permit the insurance of class 1 (a) loans to finance the moderniza- 
tion and repair of existing structures up to a maximum amount of $3,000 and 
up to a maximum term of 5 years and 32 days.” 

The basis for this recommendation was that the present statutory limitation 
f $2,500 is not sufficient in terms of today’s prices to finance home moderniza- 
tion operations while the present 3-year maximum term requires a debt service 
on larger loans that is beyond the ability of many families to carry. 

Last year the Congress amended the law to make title I available to new house 
owners only after a 6 months occupancy. We believe that your committee 
might find it advisable to reexamine this provision to determine (1) whether 
it accomplishes the purpose for which it was intended, and (2) whether it is 
innecessarily discriminatory against new homeowners who, by reason of this 
estriction, are forced to finance home improvements through other more costly 
channels, 

his program has been in effect for 20 years and has become an accepted 
method of financing home repairs, as much as the mortgage insurance and 
suaranty programs of FHA and VA are now accepted by most lenders. We 
believe that it would provide more stability to the program and to home moderni- 
zation if the title I program were made permanent instead of a periodical re- 
newal of the program by legislation. 

We do not want to be misunderstood in making these recommendations. Of 
primary importance is the extension of the title I program. Our suggestions 
for amendments would however, we believe, improve the program. 


Public housing 


In the past, an authorization for public housing has been on the statute 
books and the issue of the number of units to be approved has risen each 
year under appropriation bills for the Public Housing Administration. 
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Because the authorization existed, we are confident that many Senators and 
Representatives supported the appropriations for a limited number of publi 
housing units only because they felt there was a moral obligation of the Goy- 
ernment to provide such funds. 

Your committee, however, has a much greater problem to consider in con- 
nection with S. 1800. It is no longer a question of a moral obligation to pro 
vide funds for an authorized program. You, as a legislative committee, must 
lecide whether or not additional authorizations should be granted to continu 
this program. Without such authorizations the program ends. 

\ thorough study of the public housing program will, we are confident, con 
vince your committee that a continuation of the program cannot be justified 
Such a study will reveal that public housing is not serving the purpose for which 
it was intended; that it is more costly than anticipated by Congress; and that 
it is political housing. 

Without reiterating the arguments against public housing made in the past, 
we want to emphasize that your committee has a much greater responsibility 
than Appropriations Committees have had in the past. You must decid 
whether socialistic housing is to remain part of our Government policy or 
whether the program is to be terminated as an unsuccessful experiment. 

This association and its members urge your committee to permit the public- 
housing program to terminate. 


Military housing 


Senator Capehart’s bill, S. 1501, would create a substitute for the present 
Wherry Act housing program for servicemen. 

We agree that adequate housing for military personnel is an important 
morale factor and is an added incentive to make the military service a career 

We question, however, the method of providing this housing as proposed in 
S. 1501. 

To require FHA to insure the mortgages on homes declared to be necessary 
by a branch of the military service without giving FHA any discretion or 
authority to make an independent determination as to the impact of such 
housing on other housing in the community; make an inspection of the prop- 
erty, and provide other functions necessary to protect the Agency and the 
Government is, we believe, unsound. 

It also strikes us as being unnecessary for one agency of the Government 
to insure mortgages which another branch of the Government will assume, 
following construction of the housing. 

In any legislative program for military housing such housing should be 
limited to those installations which, insofar as it can be predetermined, are 
permanent installations. 


Senator SparKman. The committee will stand in recess until 10 
o'clock tomorrow morning. 


(Whereupon, at 12:10 p. m.,.the subcommittee recessed until 10 
a. m., the following day, Wednesday, May 18, 1955.) 
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WEDNESDAY, MAY 18, 1955 


Unrrep Starrs SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
SUBCOMMITTEE ON Hovstrne, 
Washington, dD. ( 

The subcommittee met, pursuant to recess, in room 301, Senate Office 
Building, at 10:10 a. m., Senator John Sparkman, chairman of the 
subcommittee, presiding. 

Present: Senators Sparkman, Lehman, Capehart, and Payne. 

Also present: Mr. Otto Suhr, Lord Mayor of Berlin, and Senator 
Paul Hertz of Berlin. 

Senator SPARKMAN. Let the committee come to order. 

Our first witnesses are a group of gentlemen representing the De- 
partment of Defense. We have listed Assistant Sec retary of Defense 
Franklin G. Floete; the Secretary of the Army, Robert T. Stevens; 
Under Secretary of the Navy, Thomas S. Gates, and Secretary of the 
Air Force, Harold E. Talbott. 

If you gentlemen will come around, we will get started. 

Secretary Doucias. Mr. Chairman, I am James Douglas, Under 
Secretary of the Air Force, appearing in lieu of Secretary Talbott. 

Senator SPARKMAN. Fine. We are glad to have all of you gentle- 
men. Do you have a prepared statement, or are you just going to talk 
extemporaneously ¢ 

Secretary Fiorrr. No, sir. I do not have a prepared statement. 

Senator Carenartr. May I put something in the record first ? 

Senator SPARKMAN. Yes. 

Military housing 

Senator CaprHart. On yesterday, when Mr. Waltemade, the pres- 
ident of the National Association of Real Estate Boards, was testify- 
ing, we got into a colloquy on whether or not contractors building 
warehouses, houses, roads, bridges, and so forth, for the military, 
should be subpect to renegotiation. Of course, I knew on yesterday 
they were not subject to renegotiation if the award was made on an 
advertised basis to the lowest bidder. That is part of the Renegotia- 
tion Act. It is one of the exemptions. 

The reason why I brought it up yesterday and why we were discuss- 
ing the matter, was that so many people were suggesting that this 
bill, S. 1501, the military housing bill which I and 29 other Senators 
introduced, might be subject to windfalls and might be subject to 
excessive profits. 

I have always been under the impression that it would not be because 
it would be awarded to the lowest bidder. I have repeatedly taken the 
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position with those people who did bring up that subject that it would 
be very simple to write it into this law and bring them under the 
Renegotiation Act, the same as most other vendors and suppliers to 
the Defense Establishment. If we want to, we can bring them under 
the Renegotiation Act. 

I have a letter this morning from Mr. Williamson, the secretary- 
counsel to the National Association of Real Estate Boards, and also 
I think Mr. Waltemade wrote you a letter, Senator Sparkman. 

Senator SparKMAN. Yes, 

Senator Carenart. I suggest that both of them be placed in the : 
record at this time. 

Senator SparKkMAN. Without objection, that will be done. 

(The letters referred to follow :) 





NATIONAL ASSOCIATION OF REAL EsTATE BOArDs, 
REALTORS’ WASHINGTON COMMITTEE, 
Washington, D. C., May 17, 1955. 
Hon. Homer E, CAPEHART, | 
Senate Office Building, 
Washington, D. C. 

DeArR SENATOR CAPEHART: You will recall that during Henry G. Waltemade’s 
and my testimony before the Housing Subcommittee on May 17, I expressed 
some concern that a renegotiation of a contract for military family housing 
arrived at by competitive bidding as provided in the bill, 8S. 1501, would deter 
builders from participating in the program. At that point you stated, in ef- 
fect, that all persons who contracted for materials and services with the Fed- 
eral Government were subject to renegotiation and that our views as to build- 
er participation indicated a predilection on the part of builders that they ought 
not to be subject to the same restrictions as other contractors with the Gov- 
ernment. 

On my return to the office I examined the Renegotiation Act of 1944 and 1948 
to determine its scope so that I might be in a better position to evaluate a build- 
er’s approach to renegotiation of a contract arrived at by competitive bidding 
as was indicated in the above colloquy. I find that section 1191 (i) of-title 50 
of the United States Code (Renegotiation Act of 1944) provides for several 
exemptions from renegotiation. One of these exemptions is quoted as follows: 

“KE. Any contract with a department, awarded as a result of competitive 
bidding, for the construction of any building, structure, improvement, or 
faility.” 

I wish to emphasize that we were not raising any question about the re- 
negotiation of a contract although we are concerned that the renegotiation of a 
contract amount predetermined by competitive bidding might be so unreason- 
able as to deter participation of contractors. Apparently the Congress in the 
consideration and enactment of the Renegotiation Act was of the same opinion 

In closing, I wish to reiterate our desire to accomplish the same objectives as 
those sought so ably by yourself, the provision of adequate family housing for 
members of the armed services and their families. I am confident that work- 
ing together, the Congress, the administration, and private industry, will ac- 
complish this important objective. 

Respectfully yours, 
JoHN C. WILLIAMSON, 
Secretary-Counsel. 


—— -— 





NATIONAL ASSOCIATION OF REAL ESTATE BOARDS, 
REALTORS’ WASHINGTON COMMITTEE, 


Washington, D. C., May 17, 1955. ' 
Hon. JoHN J. SPARKMAN, % 


Chairman, Subcommittee on Housing, 
Senate Banking and Currency Committee, % 
Senate Office Building, Washington D. C. 4 
Dear SENATOR SPARKMAN: Reference is made to the testimony of Henry G. 
Waltemade, president of the National Association of Real Estate Boards, and A 
me before your Housing Subcommittee on May 17, 1955, in regard to the bill, 
8S. 1800, the housing amendments of 1955. 
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You will recall that during discussion of the procurement of military family 
housing and the bill, S. 1501, introduced by Senator Capehart, one of the objec- 
tions suggested by me with respect to the bill was that the bill provided for 
in FHA-insured mortgage where the mortgage amount would be predeter- 
mined by competitive bid. I then commented on testimony before the com- 
mittee which suggested that notwithstanding the competitive bid nature of 
the program as outlined in §, 1501, if the amount of the mortgage (which was 
o equal the amount of the bid) exceeded the actual cost, the contract would 
be subject to renegotiation in order to prevent any excess profit or “windfall.” 
I then expressed the opinion that such requirement would deter private builders 
from participating in the program. 

Senator Capehart then expressed considerable concern that the builders 
might not enter into a program for military family housing which was subject 
to renegotiation. The Senator contended that all other persons having con- 
tracts with the Government had to submit to renegotiation and cited the manu- 
facturers of tanks as an example. He also expressed his concern that the 
builders, by not submitting to renegotiation in contracting for military family 
housing, were placing themselves in a preferred position over that of all other 
industries producing material and services for the Government. I wish to 
emphasize that this whole discussion was related to the renegotiation of a 
contract where the contract amount was to be determined on a competitive 
bid basis as provided in S. 1501. 

We believe that a misunderstanding as to purpose of the Renegotiation Act 
may have resulted in some unfortunate conclusions drawn from this colloquy 
between Senator Capehart and myself. An examination of the Renegotiation 
Act (act of May 21, 1948, 62 Stat 259, 50 USCA 1193) reveals that renegotiation 
shall not apply to any of the contracts or subcontracts specified in section 1191 
i) (1) of the Renegotiation Act of April 28, 1942, as amended (50 USCA 1191). 

Section 1191 (i) (1) lists, among several others, the following type of con- 
tract which is exempt from renegotiation : 

“(E) any contract with a Department, awarded as a result of competitive 
bidding, for the construction of any building, structure, improvement, or fa- 
C1LLITY 

I wish to emphasize that my discussion with Senator Capehart on this point 
related specifically to the renegotiation of a contract where the contract amount 
had been previously determined on a competitive bid basis. Our objections to 
such renegotiation were apparently considered by previous Congresses who in 
turn specificaily exempted similar competitive bids from renegotiation. 

I would greatiy appreciate your inserting this letter into the record of the 
hearings in order that our position with respect to the renegotiation of the con- 
tracts for military family housing arrived at by competitive bids might be 
clarified, 

Respectfully yours, 
JoHN C. Wriir1AMmson, Secretary-Counsel. 


Senator SPARKMAN. Just go ahead, Mr. Secretary, in your own 
Way. 


Military housing 


STATEMENT OF FRANKLIN G. FLOETE, ASSISTANT SECRETARY OF 
DEFENSE, ACCOMPANIED BY ROBERT T. STEVENS, SECRETARY 
OF THE ARMY; THOMAS S. GATES, JR., UNDER SECRETARY OF 
THE NAVY; AND JAMES H. DOUGLAS, UNDER SECRETARY OF 
THE AIR FORCE 


Secretary Frorre. All right, Mr. Chairman and gentlemen of the 
committee. I would like to discuss this matter under three general 
subjects. One, our requirements—the need that we have for this 
housing; secondly, the methods that we have considered heretofore 
to meet that need; and, third, specifically concerning S. 1501. 
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I have before me here some charts which we have made up in 
the past from which I would like to talk. These charts have been 
developed from information secured by us during the present spring 
from the three military services. They are as accurate as a chart 
of this kind can be. We do not profess to say they are exact to | 
or even 100 or more units, but we do say they give you the general 
picture. 

We have started out by using the projected military strength for 
June 30, 1956, of 2,859,000 men. We have secured the information 
from the services as to what their participation will be in that num- 
ber, and as you will note on page 1, there is a total of 1,027,000 in 
the first column, which is the Army, consisting of 113,400 officers 
and 911,000 enlisted men. 

Generally the Navy consists of 857,000 and the Air Force of 975,000. 
That is the basis on which we have developed the subsequent figures. 

We know from experience about 90 percent of our military strength 
consists of enlisted men and about 10 percent officers. There is some 
variation, but that is the general rule. 

We also know approximately 80 percent, in the case of the Air 
Force 85 percent, of the officers are married. In each case approxi- 
mately 20 percent of the enlisted men are married. 

From those figures, which are well substantiated, we developed 
certain gross housing requirements which are shown in the right- 
hand side of chart 1. 

In the case of the Army, 230,000 units, consisting of 88,000 for 
officers and 134,000 for enlisted men; in the case of the Navy and 
the Marine Corps, a total of 227,000 units; and in the case of the 
Air Force, 270,460, including 113,000 officers and 154,000 enlisted 
men. 

We believe that gives us our gross requirement of the men and 
officers entitled by permanent law to public quarters. 

Senator Carprnarr. A total of 727,000? 

Secretary Fiorre. Yes, sir. 

Senator Carruart. How many do you have at the moment? 

Secretary Firorre. That follows in the subsequent sheets. 

Senator Carrnart. I see. 

Secretary Frorre. On chart 2 that relates to the Army only. It 
starts out with 230,000 gross requirements and shows 88,000 officers 
and 134,000 enlisted men. 

Then we have as assets presently owned, 81,800 in the case of the 
Army, of which 52,000 are permanent public quarters which Con- 
gress has heretofore appropriated funds to build. There are 21,000 
Wherry Act and rental guarantees. There are only very few of 
those in New York, and a very small additional number. That gives 
us a deficit of the difference between 230,000 and 81,800, or 148,000 
units. ‘That is before providing for any civilian support. 

Admittedly, the amount of civilian support is a tough thing to de- 
termine. You actually cannot determine it unless you go to a specific 
installation and make a survey to determine at that special or partic- 
ular time that there is so much civilian support. 

Senator Sparkman. When you speak of civilian support, do you 
mean units that are available in the community for officer occupancy ? 

Secretary Frorrr. Yes, sir. They are privately owned. 
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Senator SparkMAN. For occupancy by married personnel, officers 
and enlisted men ¢ 

Secretary Fiorre. Yes, sir. And it varies very considerably. But 
we have fond from our experience under the Wherry Act and also 
under last year’s Appropriation Act that it runs some place around 
5 to 50 percent. We have used the generai figure of 45 percent. We 
admit it is not sound, but it is close enough, I believe, again to give 
you a proper pie ture. 

Senator Payne. Mr. Chairman, if I may just ask a question there? 

Senator Sparkman. Yes, Senator Payne. 

Senator Payne. In that figure on community support—and the same 
would be true on the other charts that are included—is the determina- 
tion made that the facilities that would be available through private 
sources in the communities or surrounding areas would be both ade- 
quate and at a rate of rental that would be in line with that which the 
enlisted and officer personnel would be able to afford without having 
them being “fleeced ¢’ 

Secretary Friorre. That is right. We would use those criteria in 
determining It. 

Senator Payne. Right. 

Senator Capenarr. This does not give effect, however, to certain sec- 
tions of the country where there is a tremendous deficiency on the part 
of the community services, like camps that are isolated, or camps out 
in thinly populated sections. 

Secretary FLorre. That is correct. 

Senator CareHart. You make no effort to give any effect to that sort 
of thing? 

Secretary FLrorre. We feel it falls within 45 percent. 

Senator CapeHart. The overall total, but you may have exaggerated 
situations. 

Secretary Fiorre. Oh, yes. 

Senator Cargenart. At given points. 

Secretary Fiorre. That is correct. 

Senator Capenart. Because the camp has 50,000 servicemen in it and 
it is supported by a town of perhaps 10,000, or a series of little towns 
numbering a few thousand each, 50 miles away. 

Secretary Fiorre. Yes. 

Senator Carenartr. You have a lot of situations like that, do you 
not ¢ 

Secretary Frorerr. But we still think it averages out at about that. 

Senator Carenart. I understand that, but you do not have the 
houses, though, in those isolated sections. 

Secretary Frorre. That is right. 

Senator Capenarr. For example, it would be pretty hard to make 
an argument that in Washington, D. C., with a camp within 5 miles of 
Washington, D. C., you would not have a lot of houses available. 

Secretary Fiorre. That is right. 

Senator Carenart. They might not be the proper kind and they may 
be a little too expensive, but I would say the boys would be able to find 
some place to live. 

But taking isolated sections, perhaps in Wisconsin, Oklahoma, or 
portions of Tex xas, or up in Senator Payne’s State of Maine, or’ other 
points, they are just not available regardless of the cost or regardless 
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of the condition that the houses are in. They are really your most 
troublesome spots, are they not 

Secretary Fioere. That is right. Of course, when you determine 
that when one of the services has a requirement at any given station, 
then we examine it carefully and then all those facts come out. Maybe 
there is nee support at all. 

Senator Carruarr. Is not the tendency to disperse and get your 

troops scatte ial and get them away from the large cities? Is that 
not more or less the general policy ¢ 

Secretary Fiorrr. Yes, sir; that is right. 

Senator Caprmarr. Of course, it almost has to be with the Air 
Force, because they have to be out where they can take off and land 
with their airplanes. They cannot be near the highly populated areas 
because of training men in airplanes and other reasons. 

Secretary Fiorre. On that basis then in the case of the Army we 
have a community support of about 70,000 units, which leaves us a 
deficit of 78312. 

Senator Leuman. Is that the overall figure including isolated 
camps ¢ 

Secretary FLortr. Yes. 

Senator Lenman. Does it include the community support? 

Secretary Fiorre. Yes, sir. It includes everything. That is world- 
wide. 

Senator SparKMAN. Everything we have had so far relates to the 
overall, worldwide situation ? 

Secretary Fiorre. Yes, sir. Then developed in the same manner 
you will find on chart 3 the Navy. As you go through that you 
will find the same information is given—the gross requirement, and 
the effective assets and the deficit, as well as the estimated community 
support. It gives a net deficit of 45,000 units. In the case of the Air 
Force the gross requirements are 270,000 units and the assets are 
77,000 units, with a deficit of 193,000. The figure of community sup- 
port is 83,000, leaving a net deficit of 110,000. 

Throughout these things, the services do not necessarily agree with 
our figures. I think we have been more conservative than they have. 
For instance, we estimated community support generally higher, but 
the difference is not in our fundamental approach to it, but simply 
that they felt there was less available and they needed more. 

Senator Carenarr. I think if I may say so, possibly the big weak- 
ness in these figures is these camps in isolated sections. 

Secretary Firorrr. Well, but within the averages we will take care of 
them. 

Senator Carenartr. You cannot take care of a house in Oklahoma 
with a house in Washington, D.C. That is my point. 

Secretary Fiorre. No. But I am only talking about averages here 
and not pinning it down to isolated camps. . 

Senator Carenart. The point is, you have these camps scattered all 
over the United States and all over the world. Many of them are in 
sections where there is very little population around them, and very 
few houses. I think maybe those are the most troublesome spots. 

Secretary Fiorre. They are, sir. 

Chart 5 gives the geographical distribution of this net deficit. You 
see, we estimate the net deficit after giving consideration to every- 
thing now owned and the community support. Within the continental 
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[nited States in the second column you will find there are 165,000 
pe here. I am inclined to think that that figure should be 

ctually 180,000, because included in the assets are certain projects 
inder the Wherr y law which have been requested by the services, but 
which are not under contract. But I think those figures of 165,000 
as broken down into 51,000 for the Army and 33,000 for the Navy and 
80.700 for the Air Force are what is given for the continental United 
states. 

In the Territories and possessions there is a further requirement of 
11,000. In foreign countries it is 56,000, making up a total deficit 
of 233,000. 

Now that gives us the general picture of what our requirement is. 
| think these other gentlemen here are better prepared to speak on 
the morale features of this matter and on the effect of the failure to 

ave houses on the rate of reenlistment, so I will not say anything 
ibout that. I will leave that to them. 

Senator Carenart. How much direct appropriation do you have at 
the moment, or how many units do you have under direct appropriation 
at the moment ¢ 

Secretary FLorre. We only have $75 million that was appropriated 
last year. 

Senator CarpeHart. How many units will that build? 

Secretary Fiorrr. That will build about 8,000. 

Senator Capenart. 8,000 units? 

Secretary FLorre. Because some of it was used for other than 
housing. 

Senator CareHart. So you have a direct appropriation at the mo- 
ment for 8,000 units with this deficiency of 233,000 ¢ 

Secretary Frorre. That is correct. In this year’s program we 

how on chart 6 what we are asking for by way of direct appropriation. 
W e are asking for an authorization of $254 million and an appropria- 
tion of $365 million. The difference is the $110 million cash carried 
over from last year’s authorization bill that was not funded last year. 

Senator Capemart. And this $254 million would build about 8,000 
units? 

Secretary Frorre. No. We will get out of the $365 million a 
total of about 26,000. 

Senator Capenart. In other words, if you get this direct appropria- 
tion you will be able to build 26,000 ? 

Secretary Frorre. Yes, sir. 

Senator Capenart, And the appropriation you are working under 
at the moment builds 8,000 houses. Is that right? 

Secretary Fiorre. Yes, sir. That is approximately right. To meet 
the gross requirements we have considered all the methods that have 
occurred to us. We have considered using a revolving fund from prior 
unused appropriations. We have considered the lease-purchase agree- 
ments and have considered the Wherry Act, and considered cre: ating 
a Military Housing Corporation, with authority to issue bonds; and 
we have found objections to all of those methods. There is something 
wrong with every one of them. So last year we went to the appro- 
pr iated fund method and Congress authorized $175 million, and appro- 
priated $75 million. 

Senator Capenart. That would build how many units? 

Secretary Fiorre, About 13,000 units. 











408 HOUSING ACT OF 1955 


Senator CapeHarr. With a need of 288,000? 

Secretary FLorre. 233,000. 

Senator CAPEHART. 233,000 ¢ 

Secretary FLorte. Yes, sir. 

Senator Capemarr. Which is a ver y small percentage ? 

Secretary FLorre. A very, very small percentage. It is a long, long 
tortuous road to get it done that way. 

Senator Carenarr. Why can you not use both direct appropriations, 
as you have, and some such method as called for in S. 1501? 

Secretary Fiorre. Yes, sir. I am going to make a remark about 
that. 

Senator Capenarr, That is what you have been doing under the 
Wherry Act and that wasa supplement: al to your direct appropriation. 

Secretary FLorrr. Yes, sir. 

Senator Carenarr. The Wherry Act expires on June 30. The ques- 
tion is, should we extend the Wherry Act as is, or should we extend 
the Wherry Act with certain amendments and certain changes. That 
is what S. 1501 is. 

Secretary Fiorre. I would like to point out that we must recognize 
any other method than appropriated funds is going to cost us more 
money. There is no doubt about that, but we recognize too— 

Senator CaprHarr. You say it is going to cost you more money? 
Whom do you mean by “us”? 

Secretary Fiorre. The United States. It is largely the difference in 
the interest rate. 

Senator Carenarr. I was under the impression that the men were 
going to pay the rental. 

Secretary FLorrr. Yes, but we are going to have to appropriate for 
the quarters allowance. 

Senator Carprnart. But it is their money, is it not? You now pay it 
to them in cash and they are permitted to go out and rent from whom- 
ever they please. 

Senator Payne. Unless you have quarters, of course. 

Secretary Fiorre. Yes. Unless we have quarters, and then we make 
no appropr iation, 

Senator Capreaarr. But my point is, it is their money just the same 
as their salary, is it not 

Secretary Frorre. Yes, but they do not get it if we give them 
housing. 

Senator Carenart. I understand that. You either give them the 
money or the equivalent in a house. My point is, it belongs to them 
and it is a part of their compensation which they receive as a soldier. 
The Congress appropriated the money for them. At the moment you 
pay many of them in cash and permit them to go out and rent a house, 
either paying more or less than their so-called quarters allowance. So 
while [ am inclined to agree with you that if you go the mortgage 
route it will cost more money, still I will have to disagree with you 
about what the soldiers themselves are paying for out of their rents. 
[f you do not supply them with this kind of housing in my opinion 
that will cost them a lot more money under existing conditions, 
because there is no housing. 

Secretary Fioere. I agree with you, sir, but I think 

Senator Carenart. So I think if vou think in terms of the soldier 
himself, he will be millions and millions of dollars better off during 
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the next 20 years if we can get proper housing for him. He will save 
millions and millions and millions of dollars. That is the fellow 
am thinking about. The Federal Government is not paying this rent, 
as I see it. 

Secretary FLorre. No, but they are putting up the money to pay it. 

Senator Carruartr. You might as well argue then that the $22,500 
I get as a Senator at the moment is being appropriated by the Federal 
Government, and wherever I spend it there is some connection between 
that and the appropriation. It seems to me you should argue that way. 
Why do you not take the same position on the serviceman’s salary ? 
He spends his salary. 

Secretary Fiorre. No, but if we provide this housing we do not pay 
him the rent. 

Senator Caprnart. Of course you do not pay him the rent. You 
could not pay him the rent and give him a house too. 

Secretary Fiorre. It is a saving against that. 

Senator Capenart. We could very easily write the law so that 
you would pay him the money and he in turn would pay it back to 
you inrent. That is what you are doing now under the Wherry Act 
However, I am not going to labor the point as to whether it does or 
does not cost more. 

Secretary Friorre. I do not think it is a large amount actually. 

Senator Capenarr. I think if you want to go on the premise that 
the Federal Government might well appropriate more money under 
this sort of a plan, it would cost some more. I think if you take into 
consideration the boys in the field, the servicemen, and the fact that 
they will save millions and millions of dollars by virtue of securing 
proper housing, then I feel that this is so badly needed that we ought 
to go both ways. That is, by direct appropriation and also some 
sort of a plan such as S. 1501 calls for. 

Secretary Fiorere. Mr. Chairman and Senator Capehart, here is the 
way we feel about this matter down there. We believe fundamentally 
there is some saving by means of direct appropriation. We recognize, 
however, that there are many claims on the money within the Depart- 
ment of Defense, for instance. We may come along and say next year 
we need it to build something else, or that we have some sort of a 
missile we should spend the money on. So there are other claims on 
that money all the time. We know when it gets to Congress they 
have to look at the matter the same way and say, is there something 
else that should have preference. So we know we are in that spot, 
and yet we know for even a modest program, which we have suggested 
here, on the basis of 25,000 units a year for the next 5 years, even that 
modest number of 25,000, which is only 10 percent of our gross require- 
ment, requires $365 million a year to finance it. 

We know that is a problematical thing, as to whether we will get it 
or not. We also realize it may be desirable to accelerate this program. 
The need for itisnow. It is not 10 years from now. I think the serv- 
ices need it more today than they do at any other time. So I think 
that is a second reason why we have to give consideration to it. We 
should possibly accelerate the program, using both approaches, and 
get our requirements taken care of at an earlier date. 

Senator CapeHart. Would you yield? Does anyone have any fig- 
ures on how much the Government might save, which might be a lot 
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more than the extra interest cost here of the policy proposed over 
direct appropriations- -does anyone have the figures on what would 
be saved on the men who would remain in the service, which would 
eliminate this expense involved in the great turnover that you have 
with the additional training of men, if you had proper housing and 
places for them to live? Is ‘that not a terrific sum ? 

Secretary Fuorre. I think some of the men here can speak better on 
that than I. 

Secretary Gates. The figure we agree would be enormous. 

Secretary Doueias. We have tried to arrive at a figure various times 
as to what might be saved by an increased rate of reenlistment. We 
know that is a tremendously important factor, not only to keep the 
trained men to operate the Air Force, but also from an economic point 
of view. You can get all different kinds of figures as to the cost of 
retraining a new enlistee. We worked up Peneey careful figures a 
year ago, which included GI benefits cost to the Government, when 
we were practically providing a subsidy to get pene out of the service. 
We came up with the figure at that time that about a 1 percent in- 
crease in the reenlistment rate of airmen would save us $20 million. 

Senator Capenart. $20 million a year? 

Secretary DouG.as. Yes, $20 million a year. 

Senator Careuarr. Just on 1 percent ? 

Secretary Doveras. I could not show under the existing GI rights 
situation quite as high a figure, but that is very conservative as to 
training costs. If you take the cost of about four, five or six thousand 
dollars per man, which I think is extremely conservative, you come up 
with a figure of between $100 million and $200 million for a 10 per- 
cent change in the enlistment rate. 

Senator Carenarr. Is it or is it not a fact that one of the most 
troublesome problems that these married men have is housing, find- 
ing places for their families to live? Also that they become more 
discouraged over that probably than any other feature ? 

Secretary Doveias. There is no question about that. I think the 
Air Force feels it very keenly because of the increasing pressures we 
are under to put installations away from communities that can readily 
support additional military personnel. 

Senator CaPenart. So you might save a considerable sum of money 
if you had proper housing due to the fact that the men would stay in 
the service much longer, or perhaps indefinitely 

Secretary Dove as. Ther re is a very large cash savings that accrues 
just as soon as you are able to make the career more attractive to both 
airmen and officers. 

Senator Payne. I am still rather interested in—-I do not want to 
slow this up any, but I am still rather interested in having a little 
more information as to why with specific figures, if you have them, 
or the approximate figures—as to why it is less costly to the Gov- 
ernment under the appropriated housing program by itself than it 
would be under one of the others, such as 8. 1501 or Wherry. 

Secretary Fiorre. I think it boils down to just two pretty simple 
factors. One is, presumably we would borrow money cheaper under a 
bond issue for appropriated fund housing, and we have assumed that 
might be 3 percent, than you will under another method. Now on the 
Whe srry Act, for instance, I think they are paying 414 percent now for 
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their mortgages. Whether under S. 1501 you would sell it for 414 or 
less, I do not know. 

Senator Capenartr. My best judgment is it would sell for 3144. That 
is the mortgage. 

Senator Payne. Let us say you borrow $1 million through the 
l'reasury. We have to work on a hypothetical basis. First, let us say 
if this country were operating its fiscal affairs on a balanced-budget 
basis. 

Secretary Fiorrr, Yes. 

Senator Payne. Then you would possibly be able to overcome the 
interest charge figure you are talking about. 

Secretary Fiorre. Yes. 

Senator Payne. But where we are not, you cannot point your fin- 
ger to where the deficit is actually occurring. You can use any one of 
1 thousand different figures to be able to arrive at it, because you could 
say it is military housing that is appropriated for that is causing the 
deficit, or some other activity. 

Secretary FLorre.. Yes. 

Senator Payne. The Treasury goes out in order to cover the deficit 
and it has to borrow money. 

Secretary Fiorre. Yes, sii 

Senator Payne. The Treasury on the basis on which they borrow 
money is not going to be on a short-term, but on a long-term basis. Am 
I correct in that ? 

Secretary Fiorre. Unless they had serials of some kind. 

Senator Payne. But in not too many of those cases is there a retire- 
ment of serials without the reissue with the present financial status. 
Am I correct in that? There is a reissue of the expiring or retired 
serials. 

eee Fiorre. That has been my observation. 

Senator Payne. All right. If you do that then you are going to 
compute the interest over a long period without any retirement of 
the amount at all; are you not ? 

Secretary FLorre. That may be the result. 

Senator Payne. All right, sir. Again I am on a theoretical basis 
of largely a 20-year per iod. Tam working on the basis that to borrow 
$1 million and not have an amortization at regular periods for the 
reduction of that principal, that you are going to be paying interest on 
that principal over the entire period of time, up to a point where we 
hope perhaps you might get to a reduction of your debt situation, 
which would theoretically again reduce or amortize the amount that 
is borrowed. So that the interest rate will have to be computed over 
the entire period at a fixed rate; whereas under the other program you 
would be able to borrow the money. It is true you would pay a higher 
interest charge, but would immediately start under the provisions of 
the arrangement to have a regular amortization over the 20- year 
period which, as a net result, would bring in a lower net interest cost 
than you would have in the other situation. 

Am I right or wrong on that? 

Secretary Fioere. I do not know whether that is a fair comparison. 

Senator SPARKMAN. Your premise is wrong. 

Senator Payne. Who do you feel the premise is wrong, Mr. Chair- 
man ¢ 
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Senator SparkMAN. You are assuming that the only money the 
Government borrows is for fiscal purposes. Of course, it is borrowing 
for all purposes. 

Senator Payne. I realize that. 

Senator SparkMAN. And it is paying off currently and therefore is 
retil ‘these bonds along with others. 

Senator Carrnarr. As long as the Government is running at a 
deficit, it is reborrowing or rese Ling all the time. 

Senator Payne. The philosophy is good that we are paying it off, 
but the fact remains that the deficit remains almost constant. 

Senator Sparkman. That deficit is accruing from reasons other 
than this housing. That is the thing that is important about it. You 
have to assume that if there are savings on these appropriations as 
you go along they are going to be applied to this particular indebted- 
hess, 


Senator Payne. In other words, no other activity of the Gover 


ment comes into that indebtedness ? 

Senator Sparkman. No. According to your premise, no other 
would. 

Senator Carrnarr. The interest on the mortgage would be 314 to 
} percent. The interest at the moment on 3-year bonds is possibly 
214 or 3 percent. But the mortgage will run for 25 years and it will 
be 514 or 4 percent for 25 years, and it will be paid off each year. 


You will pay on the unpaid balance. Each year you will pay on 
less prince ip: al. 

Senator Payne. That is right. 

Senator Carenart. If you work on the assumption you are going 
to be able to borrow money, or the Government is, at the same rate 
it is now, then there is no doubt it will be a little cheaper on an 
appropriated basis. But who knows but 5 years from now the Gov- 
ernment may be paying more than 4 percent. 

Secretary Fiorre. That is true. 

Senator CareHart. So it could possibly cost you more money on 
the direct appropriation basis. 

Secretary FiLorre. Assuming it costs us 3 percent by the appro- 
priated fund method, and 4 percent by mortgage, then you get a 
difference in cost to the Government over the period it takes to amor- 
tize the loan of about $2,000. 

Senator CaprHarr. My best judgment is 

Secretary Fiorre. That is over a 20- year period. 

Senator Carenart. My best judgment is that the servicemen would 
save a lot more than that if you had the proper housing. Further- 
more, I think we can readily admit it would no doubt cost more over 
the mortgage route than over the direct appropriation route. But 
I think the big point at the moment is we have to have the houses, 
and we must work out ways and means to get them. I have always 
found in my business and other businesses if I could not pay < cash 
then I sold bonds, or I mortgaged it. I think we are up against that 
same situation ae We spent a lot of money and a lot of time at the 
end of World War II to get houses for boys coming out of the service. 
I think we need them just as badly for the boys who are staying in the 
service, and for those we are picking up and putting into the service, 
and I think we ought to give some thought to that. 
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Senator SpaRKMAN. May I interject a thought there‘ It seems to 
me as far as the cost of the mone ¥ is concer ned, assuming there is good 

inagement there will be no difference in either plan. 

Senator Payne. That is right. 

Senator SparKMAN. Mr. Secretary, there is a very serious question 
in my mind, however, and it is an old one which has been there for 

long time. It has been in the minds of members of this committee 
for several years with reference to housing built by the services them- 
selves by the direct- -appropriation method, Senator Maybank, who 

as chairman of this committee and also was a member of the Sub- 
ommittee on Appropriations of the Armed Forces, used to raise this 
question quite frequently. That is, it seems that housing built by 
services is simply too costly for the individual units. The plan- 
ning and designing has always seemed to be too expensive. 

It seems to me if you could satisfy us with reference to that cost 
pan of the program, then my own personal view is the direct appro- 
priation method would be the most efficient and the more practical. 
3 it that question has been raised many, many times; that is, that 
the cost of housing built by the services themselves is excessive. 

| wonder if you would comment on that ? 

‘Secretary Fiorerr. Well, sir, you see very few houses were built 
directly by the services in the last 5 or 6 years. I believe there were 

y 800 bail in the United States prior to the last year over the last 
t or 5 years because of the Wherry Act taking up the slack in there 

that time. So we started out last year without a very good e xperi- 

on the cost. We did not have very many places that we could 
point to. Under the appropriation made last year, there have not 
been too many contracts let. However, they are running pretty close 
to other civilian experiences. In other words, in the neighborhood 
of Sil a square foot. 

senator SparKMAN. This is a question that Senator Payne raised 

other day: Would that include the costs that a civilian builder 
would have to meet, that is, the cost of the land and the preparation 
of the land and the extension of utilities, grading, paving of streets, 

d all of those things that a civilian builk ler would have to include? 

Secretary Frorrr. I think that the Army figures are tending to 
show that, including those things, it would cost about $11. I think 
that is a pretty optimistic figure. I think we ought to take $12 or 
“12.50. But I think that compares with civilian experience pretty 
well. The dollar cost, you see, is a little larger than it has been 
under Wherry because the size of the units we are trying to build 
are more comparable with what they really need. 

Under the Wherry Act, they got only an average of about 900 square 
feet, and that is pretty small for a married man with 2 or 3 children. 
We are trying to build these houses—— 

Senator SarKMAN. You know, Mr. Secretary, I know a little about 
that Wherry housing because my daughter has been living in one of 
them at a naval base. I have visited in their quarters a good many 
times. I certainly think what you have said is true with reference 
to that, 

Secretary FLorre. We are trying to get 1,080 square feet for en- 
listed men, and I do not think that is too much. 

Senator SPARKMAN. One thousand and eighty feet ? 
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Secretary Fiorre. Yes. That is permanent law. You see, it was 
passed in the 81st Congress, I believe. We give an enlisted man 1,080 
square feet, and then it graduates up to a general or the commanding 
officer of the post with 2,100 square feet. That was proportionate 
to his quarters allowance, which runs, in the case of an enlisted man 
with three or more dependents, from $96 up to a general with $171. 
So we are asking that the permanent law be reaffirmed this year, and 
we do not have to stay with the 1,080 for an enlisted man, or an average 
of 1,250 square feet, which has been in the authorization law. 

Senator Caprenart. Under S. 1501, of course, the Army would 
enter into contracts with architects to design these houses and you 
would advertise and award the contracts to the private builders to 
build them. 

Secretary Fiorre. That is correct. 

Senator Caprnart. Award them to the lowest bidder if he was 
a responsible man; and he would proceed to build them and complete 
them in every respect and turn them over to the service to handle 
them. They would then assume the payment of the mortgages and 
take over the ownership of all of the stock in the respective projects. 
and make the mortgage payments out of the proceeds of the rent or 
quarters allowance, whichever you care to call that. We would 
limit the number of units that can be built in any 1 year, and of 
course we would write into the act a lot of safeguards, not only from 
the standpoint of the Defense Establishment, but from the stand- 
point of existing Wherry housing, and safeguards in respect to not 
overbuilding in a section where there was plenty of public housing 
and plenty of private housing at the moment. Such safeguards as 
you yourselves would be naturally as much interested in as we are. 

This legislation is not very complicated. It is quite simple. If 
we can make up our minds that we need the houses for the boys, I 
think we can very easily write the legislation and get started. 

Secretary Frorre. I think these figures here prove we should do 
something about it, because in the last 3 years the United States paid 
on this quarters allowance alone $1,133 million in 1952, and $1,322 
million in 1953. 

Senator Capemart. What period is that for? 

Secretary Frortre. These are different fiscal years. For 1952 we 
paid $1,133 million. 

Senator Carrmart. $1,133 million ? 

Secretary Fiorre. Yes, sir. 

Senator Carenart. On an average of $100 rent per month that 
would amount to how many units? 

Secretary Frorre. It would be about 90,000 units. In the next 
years it was slightly more. It was $1,322 million in 1953. 

Senator Carenart. In 3 years’ time we could build—— 

Secretary Fiorre. Our total requirements. 

Senator Carenart. 233,000 units, and have this job completed. 

Secretary F LOETE. That is right. For the 3 years we have paid 
out a total of $3,750 million and we do not have the houses. 

Senator Carprenart. If we had permitted you to build 90,000 units 
under this law in 3 years you would have sufficient housing to make 
up for the deficit you brought out in your chart ? 

Secretary FLoerre. That is correct. 


4 2 Laden doen: 2. 





HOUSING ACT OF 1955 415 


Senator Carrnart. And the quarters allowance would be more 
than ample to take care of the amortization of the mortgages. 

Secretary Frorre. That is right. 

Senator Carpenart. Is that correct ? 

Secretary FLorre. That is correct. 

Senator SparKMAN. Going back to the cost of $11 per square foot 
for 1,080 feet, that would be $11,880. Then the 2,100 feet, which is 
the maximum you stated ¢ 

Secretary Fiorre. Yes, sir. 

Senator SparKMAN. That would be $23,100. If you go to your fig- 
ure of $12.50, which was the maximum figure you gave, it would be 
$13,500 for the minimum footage and $: 26,250 for the maximum. 

Secretary Fiorre. That is right. 

Senator Sparkman. I suppose there are a great many more toward 
the minimum than toward the maximum ? 

Secretary Friorre. Oh, yes. You see, last year we only had 
percent built for enlisted men and 25 percent for officers, but aby 
less than 5 percent were in the upper grades, you see. So, I think 
the $13,500 figure is a fair average figure. 

Senator SparKMAN. That is a figure, I believe that is contained—— 

Senator Carenartr. That is the maximum. 

Secretary Fiorre. They will have to skirmish to meet it in every 
case, but there is evidence they are going to be able to do it. The 
Army had a big bid at Fort Lewis, Wash., this spring and they 
substantially beat that, but that may have been due to some local 
condition I do not know about. They had 800 units there that they 

got at a price of about $9 but I do not cite that as something we can 
always live up to, 

Senator SparKMAN. By the way, I wanted to ask about this. You 
referred here to grades E-7, E-6, E-5, and E-4. Are those the four 
top grades ¢ 

Secretary FLorre. Yes,sir. And they are entitled to quarters allow- 
ances by permanent law. The other grades are not permanent law. 
Whether Congress will make it permanent or not we do not know, but 
we had to assume that. 

Senator SparkMAN. The other grades do get an allowance of a kind 
at the moment. 

Secretary Fiorre. Yes, sir. 

Senator SparkMAN. When does that expire? 

Secretary Fiorre. I think it is this year. 

Senator SparKMAN. June 30 of this year? 

Secretary Friorre. I think so. 

Senator CapeHart. Are you recommending it be extended ? 

Secretary Doueias. Yes, I am sure we will. Very definitely. 

Senator SparkMan. If it is extended would the dependents of those 
people be entitled to housing under your program ‘ 

Secretary Frorere. If it were made permanent we would have to 
consider that as an added requirement. 

Senator Carenart. I was going to ask you that. If these four lower 
grades that are now getting quarters allowances are given a perma- 
nent allowance by the Congress—and my best judgment i is they will 
be—then how much will your requirements be, and how much will 
that increase the requirements on these charts ? 
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Secretary Fiorre. Well, for easy figuring, using 3 million men, 
the percentages will continue about as “they are. So you are going 
to have about 300,000 officers of whom 85 percent are married, and 
245,000 units. That would give you a total gross requirement 

Senator Sparkman. You would have no additional officers. 

Secretary Douetas. Most of the additional groups are not married. 

Secretary Fiorre. That would increase that to over 800,000 gross 
requirements. 

Senator Carenart. Are you sure of that? 

Secretary Gates. No officers. 

Senator SparKMAN. There would be no officers added. 

Senator Capenarr. It will be just these 4 lower grades—the married 
men among the 4 lower grades— 

Secretary Doveras. And the three lower grades have relaively few 
married men in them, so I do not think we can state it very easily or 
accurately. 

Secretary Garres. Twenty-three percent of the lower grade seamen 
are married. 

Senator CarenaArt. Twenty-three percent of the lower grade sea- 
men are married ¢ 

Secretary Gates. Yes, sir. 

Senator Carenmart. If it was 20 percent in the Air Corps, Army, and 
Navy, how many men are involved in these four grades that are 
affected ? 

Secretary Dovetas. We would have in the Air Force an additional 
166,000. That would mean for the Air Force, taking into considera- 
tion the three lower grades, about double the present requirement that 
the Air Force has at the present time. 

Senator Carenarr. Is it safe to say then that if the Congress makes 
permanent the quarters allowance for those four lower grades that the 
housing requirements would be almost double what you show on these 
charts? 

Secretary Doves. It would be more than duoble because the gross 
requirement would be doubled, but the deficit, after giving c1 redit to 
such assets as we have, would be more than doubled. 

Senator SpaRKMAN. You are talking about the cost now ? 

Secretary Doveias. No; I am talking about the housing units. 

Senator SparkMAN. The housing? 

Secretary Doveias. Yes. The units required. 

Senator Carenart. Then instead of having a 230,000 deficit here, 
after taking into consideration the community support it would be 
double that. 

Secretary Dove.ias. It would certainly be more than double. 

Senator Carpeuartr. It would be approximately 500,000 ? 

Secretary Dovucias. Your figure may not be so bad. 

Secretary Fiorre. We will be glad to submit it more accurately. 

Senator Sparkman. I believe it would be more helpful if we did 
liave that. It is a little surprising to me to see it would be doubled 
because of the fact that you are consider ing only the enlisted men and, 
furthermore, due to the fact that as you pointed out a few minutes ago 
you have a much lower marriage rate among those grades. 

Secretary Doveias. That is right. 

Senator SPARKMAN. You would be pretty closely pressed though, so 
far as the allowance being sufficient to pay for the cost of their hous- 
ing, would you not? 
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Secretary Fiorre. They presently get just about the same allowance 
f they have three dependents. 

Senator CapenArtT. What does the lowest of these 4 grades receive if 
he is married and has 1 dependent, or 1 child, in addition to his wife? 
Does anybody know ¢ 

Senator SpARKMAN. $51.30 with 1 dependent. 

Senator Carrnarr. And with two? 

Sentaor SpAaRKMAN. With 2 he gets $77.10. Does the Government 
pay all of that, or does he pay too? 

Senator CArenart. It is part of his compensation at the moment. 

Senator SparKMAN. It isan allowance. 

Secretary FLorre. Yes, sir. 

Senator SparKMAN. They call it a class Q allotment, do they not? 
It isa special allotment for them, is it not ¢ 

Secretary Doveras. A special temporary allowance for dependents. 
I cannot give you the right description. 

Senator SpaRKMAN. I think I have a table here, if that is correct. 

might be well to put that in. For enlisted men, at least for the 
Navy seaman recruit, with 1 dependent it is $51.30. An apprentice 
with 2 dependents $77.10. I think it would be well if that table is 
placed in the record, if you will. 

Secretary FLorre. Yes,sir. We will do that. 

Senator Lenman. I think it is a fair statement that everybody 
agrees and is convinced it is in the national interest to encourage re- 
enlistment, and one of the very greatest factors that will encourage 
it will come from having adequate housing. I do not think there is 
any difference of opinion on the part of the members on that. 

[t is only a question of the best method we should follow. It seems 
to me the cost of this plan under S. 1501 would be very materially 
reduced under direct appropriations, if we are talking about the 3 per- 

t Government loan rate as compared to a 4 percent mortgage. But 
in addition to that as I read the bill there is an additional half of 1 
percent insurance. Of course that has to be taken into account when 
you compute the cost of the occupancy of the building. 

Then I think there are certain other defects in the bill as it stands 
now. Possibly they could be corrected. One is that there is a very 
distinct division of authority and responsibility which is included in 
this bill. In other words, the Defense Department and the services 
would have the authority to finance and make awards and set down 
conditions, whereas the FHA would be compelled to insure these mort- 
gages without any real authority or power to interfere in the con- 
struction of these buildings. I think that would be a very bad thing. 

Then there is another matter, which I have mentioned. That is, 
if I understand the bill correctly, bids are taken on a competitive 
basis. The bid is awarded to the lowest responsible bidder. ‘That is, 
of course, done at present. Then if the building gets constructed, 
mortgages in the face amount of the bid are issued. 

l am very much afraid of the possibility of windfalls and inflated 
prices. It is $2 million on the basis of the record. There is no re- 
quirement that he file a certificate of cost. I think he is entitled to 
a reasonable profit for the work to be done. That is, of course, a recog- 
nition of the free-enterprise system, but it is perfectly possible that the 
bid of $2 million, on which $2 million of mortgages have been issued, 
results in costs in the construction of these buildings of only a million 


and a half. 
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Recognizing that he is entitled to a reasonable amount, he, the 

builder, is certainly not entitled to an unlimited profit. Senator Cape 
hart suggested that this could be taken care of through renegotiation. 
I do not know whether that would be a source of discouragement to the 
builder, but assuming it could be done and the Government would 
receive a certain amount of that $2 million back, the mortgage would 
still be outstanding in the full amount of $2 million and the savings 
would not be applied to the reduction of the mortgages. The mort 
gage . 
Senator Carenarr. Will the Senator yield? The mortgage will 
always be the exact amount that the Government paid for building the 
project. Period. It would be no more and no less. The contracts 
would be awarded to the lowest responsible bidder. You would have 
exactly the same situation that you have described under direct appro- 
priations. You might award a contract for $2 million under a direct 
appropriation to the lowest bidder and yet he would build it for 
$1,500,000. If he did he would make $500,000 profit. 

Senator Lenman. There would be no mortgages outstanding unde: 
those circumstances. It would be based on the actual cost. 

Senator Carenarr. What is the difference between owing $2 million 
on a mortgage, or simply paying out $2 million in cash now 2 There 
is no difference. 

Senator Leuman. Let me explain how this affects the occupant of 
the building. His rental would necessarily be based on the cost of 
operating the home plus the debt service, including amortization. 

Senator Cargenarr. That is right. 

Senator Leuman. If you are paying a debt service based on a $2 
million mortgage, when the cost of the building was only $1,500,000, 
then you inevitably require a higher rental or cost from this man 
against which his allowances are charged than would otherwise be the 
case, 

Senator Carenarr. You can take care of it by putting it under the 
Renegotiation Act. They are not at the moment, but you can write 
it in. A witness yesterday, representing the Real Estate Board, said 
it was his best judgment if you did that you would not get contractors 
to bid on Government projects like buildings, roads, streets, highways, 
and so forth. 

Senator Lenman, I do not ey whether you could compel renego- 
tiation. I suppose you could. I do not know. But assuming you 
could, the fact remains that on a $1,500,000 project you would have 
a mortgage of $2 million outstanding, on which you would have to 
require debt service including amortigation, w hich must be borne b) 
the soldiers regardless of who occupies the building. 

Senator Carenarr. No. You could very easily doit. If you bring 
them under renegotiation and renegotiate it and, let us say, get back 
$200,000, meaning the Government gets it back, then they immediately 
apply $200,000 on the mortgage which reduces it to $1, 800,000 and 
the payments are based on $1,800,000. 

Senator Leuman. The cost of that could be. 

Senator Carpenart. Yes. It is very simple to do it if you want 
to do it. 

Senator Lenman. It is a defect, in my opinion, in the bill that is 
now before us. 

Senator Carenarr. It is no greater defect than the direct appro- 
priation route because you have exactly the same situation under a 
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ee appropriation. I say that because if the Government is going 

) appropriate the money, then they will appropriate $2 million to 
bail | the units you are t talking about and will base the rents on the $2 
million of appropriated funds. 

Senator LenmMan. No. 

Senator CAPEHART. So it would be exactly the same. 

Senator SparKMAN. I wonder if we had better not hold this argu- 
ment for executive session when we start marking up the bill, and let 
these gentlemen talk to us today while they are here. 

Senator LenMan. I want to say if it is a direct appropriation, then 
even if the building cost only $1,500,000 that is all the Government has 
to pay, and that is all that is appropriated. 

Senator Carenart. Of course you have to let the contractor make a 
legitimate profit on the building, just as you do with every other con- 
tractor for the Government. 

Secretary Fiorre. Mr. Chairman, in conclusioin I would like to 
say we think it would be a grave mistake to interfere with the amount 
of the appropriated fund for building we are trying to get this year, 
because unquestionably under any circumstances there will be a lag 
in getting it into effect. 

So we do feel we should go ahead with this program. Of all the 
methods we have considered heretofore, the methods employed by 
S. 1501 appear to us to be the best adapted to meet our requirements 
as a supplemental approach to the appropriated funds. 

Senator Lenman. Mr. Secretary, may I ask this question? I have 
pointed out there is divided responsibility and authority. Whereas 
the work is done by the services, the guaranty is issued by the FHA. 
Do you see any way in which this ¢ ould be done direc tly by the services 
without involving the FHA ? 

Secretary Fiorre. I think it could be. 

Senator Carenartr. The Senator means having the military be their 
own insuring agency. 

Secretary Fiorere. Yes, sir. 

Senator Carenart. I think that is the better plan. 

Secretary Frorre. I do not think there is any doubt it can be set 
up rather simply. 

Senator Payne. Mr. Chairman ? 

Senator SpARKMAN. Yes, Senator Payne. 

Senator Payne. I wanted to ask the Secretary whether or not he 
cared to comment on the extension of the Wherry Act also / 

Secretary Fiorrr. Yes, sir. 

Senator Payne. You would be in favor of that too ? 

Secretary Fiorre. I think the services would spend a certain amount 
of money in getting plans and specifications together. I think we 
should disregard that and ask for an extension as to those projects 
where the individuals are certified by July 1 to the FHA and which 
were put into commitment by the FHA in the following year. That 
takes care of any expenditures that may have been made in the way I 
mentioned, and protects them. 

On the other hand, I think if S. 1501 would be enacted it is a better 
device than the Wherry Act by far for providing this housing. 

Senator Payne. Would you care to comment on why we “have not 


been able to get more wor k done under the Wherr Vy Act than we have 
act »omplished up to date? 
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Secretary Friorre. To the best of my knowledge there has been 
no project put under contract since last September when the amend- 
ment to the Housing Act became effective which required, in effect, 
tliat the sponsor must have a 10 percent investment in the property. 
I cannot comment on the reasons why, but those are the facts. 

I still feel, as I felt very strongly last year, that is a very expensive 
way of providing housing. 

Senator Payne. Under the Wherry Act? 

Secretary Fiorre. Yes, sir; I feel that very strongly. 

Senator Payne. I will comment on that when the representative of 
the Air Force speaks. 

Senator Leuman. May I make one brief observation ? 

Senator SPARKMAN. Yes, Senator. 

Senator Lenman. I think the Senator advanced one argument fa- 
vorable to S. 1501 which has had a great influence on me. That is the 
fear that if this is done exclusively by direct appropriation it may 
mean that less would be appropriated by the Congress for what I con- 
sider to be the most urgent defense need of the country and, in that 
way, possibly reduce what I believe are very inadequate appropria- 
tions. I think that is a very, very sound argument. 

Senator SparkMANn. Mr. Secretary, when we are talking about 
Wherry housing in 8. 1800, section 9, reference is made to a certifica- 
tion by the Secretary of Defense, or his designee, made on or before 
such date, and a commitment to insure on or before June 30, 1956, 
but the date relating to you is June 30, 1955. In other words, you 
would have to issue a certification by June 30, 1955, permitting the 
Wherry Act projects to be built. 

Secretary Fiorere. Yes, sir. 

Senator SparKMAN. As presently administered I understand, such 
a certificate is given late in the processing of the Wherry Act appli- 
cations. If we continue this procedure we eliminate many proposed 
P rojects which could be made eligible under the Wherry Act. If 
blanket certificates were given on “the basis of present information 
about the permanent insté allations of housing needs. In other words, 
this would in effect be programing the W herry Act housing. Which 
procedure would the Department. of Defense care to follow ‘ 

Secretary Friorre. I'd like to answer your last question, but we 
have here already made arrangements through FHA, and we have 
supplied the services a form under which they may certify, a form 
which is satisfactory to FHA, and they can turn that in today or 
tomorrow and that completes the certification. Now, anything else 
turned in up until June 30 

Senator SparkMAN. Will that be done in projects that are pending 
or that may be in the process in order that the June 30, 1955, deadline— 
they are given up to June 30, 1956. 

Secretary FLorre. We have already worked it out with FHA. 

Senator SparkMAN. And that will be your policy? 

Secretary Fiorre. Yes, sir 

Senator SparKMAN. I wanted to get that into the record. 

Did you complete your statement ? 

Secretary Fiorre. Yes, sir. 

Senator SparkMAN. We will insert at this point in the record the 
charts Secretary Floete supplied. 

(The charts referred to follow.) 
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Senator SPARKMAN. Secretary Stevens. 

Secretary Stevens. I don't have, Mr. Chairman, any prepared state- 
ment but just, - you will, a comment or two. 

First of all, I’d like to express my appreciation for the opportunity 
to appear here before this committee, and in so doing I hope I can 
indicate the vital importance the Department of the Army feels on this 
housing matter. Also, I would like to express my appreciation for 
the interest of this committee in helping us to get at this military hous- 
ing problem and do something about it. 

| think we are all agreed on the need for the housing. We have so 
many people who are ‘living under substandard conditions, who have 
been subjected to rents that are out of proportion, and personally I 
regard the question of adequate housing for the military in the same 
class with the Career Incentive Act which the Congress recently 
passed. I think it’s that important as we go about the business of 
handling our service problems from the standpoint of an individual 
on a better basis, making the career more attractive and thus contrib- 
uting to the security of “the country, as well as, in the final analysis, 

saving substantial sums which it’s hard to get up figures on, but in 

onnection with the training matter which was referred to earlier. 

We have in the Army program, under the appropriated fund pro- 
cram—and I appeared before the subcommittee of the Senate Com- 
mittee on Armed Services yesterday on our program which we hope 
to be able to fund for the new fiscal year—8,912 units. That is made 
up of 2 parts, one of which is a new request for authority for some 5,600 
units, the balance of which was authorized last year but for which 
funds were not appropriated. 

Now, as Secretary Floete said, there are some different estimates 
of the situation with respect to the individual services. I consider 
that a rockbottom long-range requirement for the Army, as near as 
| can estimate at the present time, to be approximately 54,000 units. 

Senator Carenart. That is for the Army alone? 

Secretary Srevens. That is for the Army alone. That is a little 
less than is shown on Mr. Floete’s chart. Of course, as he explained, 
the question of community support is one where it has to be an esti- 
mate, has to be an evaluation, and one person might probably figure 
it one way and another person another. 

I am certain if we could complete a plan of 54,000 units for the 
Army we would certainly put ourselves in such a vastly improved posi- 
tion that we could just do our job a lot better and we could improve 

ur reenlistments and reduce our training costs. 

Senator Cargenart. Would you care to estimate how much money 
you can save on training costs and reenlistment costs ? 

Secretary Srevens. That is hard to do. In the case of one elec- 
tronies expert of a certain type that we train, we figure the cost of 
that training to be somewhere in the neighborhood of $22,000. 

Senator CapeHarr. $22,000 to train 1 man in certain electronics 
processes / 

Secretary Stevens. That is right. If he leaves us and goes back to 
civilian life where there is a ready demand for his services, then we 
are faced with the expense of the retraining as well as not having our 
job in the meanwhile done so well because we haven’t got an experi- 
enced fellow to do it. 
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Our present program on the appropriated fund side on approxi- 
mately 9,000 units which we hope to fund for fiscal 1956, as compared 
with the total requirement which I have roughly estimated at 54,000, 
would indicate, therefore, that we are faced with something like a 6- 
vear program in order to work this problem out. That is a long time. 
Secretary Floete has discussed with you here this morning the reasons 
why we are inclined as a basic program, Mr. Chairman, to go on ap- 
propriated funds, but by the same token let me assure you I am very 
vreatiy interesied in the program that this committee has under con- 
sideration because in my judgment there is a great improvement on 
the Wherry Act and provides the possibility that maybe we can finish 
this housing job, insofar as the Army is concerned, in 3 years instead 
of 6. If we can, in my judgment we have done a fine thing in the over- 
all interest of the country. 

Now, as far as S. 1501 is concerned, I think it’s basically something 
that we would wish to take the fullest advantage of in the Army if 
it is enacted into law. 

Senator Capemartr. Would you prefer to have the defense establish- 
ment set up its own insuring agency rather than have FHA do it / 

Secreary Stevens. Yes, sir, I would. 

Senator SparkMAn. Mr. Secretary, let me ask a question that has 
been running through my mind. The one to pay this mortgage off is 
the United States Government: isn’t it ? 

Secretary Srevens. I feel that way, sir, althought I know there was 
a little discussion with Senator Capehart—— 

Senator SparkmMan. And the mortgage can never be foreclosed, 
can it / 

Senator Cargenarr. Oh, yes. 

Senator Sparkman. It’s Government-owned property. It’s not 
voing to be foreclosed. Why should the Government be put to the 
expense of paying an insurance premium in order to insure its own 
payment of its own debt? I just can’t quite see that. I don’t care 
how the money is raised; it’s going to be paid off by money which 
otherwise Congress would appropriate for the payment of rental en- 
dowments. They are going to be Government funds to pay off the 
degt owed by the ( rovernment itself. Why is it necessary to insure 
the payment of that kind of a debt? 

Senator Carenarr. Would the Senator yield ? 

Senator Sparkman. No, I want to get their comment. That is a 
question that has given me a good bit of concern. Why does the Gov- 
ernment have to insure the payment of its debt ? 

Secretary Stevens. Mr. Chairman, I don’t feel very competent on 
that point. I am really looking at this piece of proposed legislation 
as to the overall effect of it and the possibility of accelerating the com- 
pletion of our permanent military housing job. T really don’t have 
an answer for your question. 

Senator Carenarr. Mr. Chairman? 

Senator SpARKMAN. Let me first ask, if I may, the other gentlemen 
if they will comment on that. The Government is a mortgagor. 

Secretary Frorre. Sell the mortgage. 

Senator SPARKMAN. Sell it to whom / 

Secretary Fiorre. Investors. 

Secretary Dovue.as. I will comment on that, Mr. Chairman. I think 
you are getting into quite a complicated problem with a great many 
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considerations. If you want it to be United States Government debt 
there is no possible need for any guaranty provision. It apparently 
las seemed suitable to avoid creating United States Government debt 
and providing for a Government guaranty of what is in effect a private 
debt. 

Now, I also suggest there is another advantage, perhaps, that 

-hould receive consideration—I do not know what the answer is— 
with respect to having a FHA hearing. There is a long history of 
FHA mortgage guaranties in this country with shite to the market 
that has been created for them. You Gout have to create a new 
market for United States Government debt, but if you try to create 
a wholly new form of debt that in substance was Government debt, 
you might have a new market problem. 
' Senator SparkMANn. But these mortgages are not comparable to 
the FHA mortgages. There the mortgagor is a private person, and 
the insurance is to insure the mortgagee against the default of that 
private person, but here the mortgagor is the United States Govern- 
ment. Why does anybody have to be insured aainst the default of 
the United States Government ? 

Secretary Doveras. No one does, but you put a new assumption 
in there, Mr. Chairman. 

Senator SparKMAN. What is it? 

Secretary Dovetas. That the Government is a mortgagor. 

Senator SparkMAN. Isn’t it? Doesn’t the Government own the 
houses and isn’t it going to continue to own the houses—and on 
Government land ¢ 

Senator CaprHuart. Mr. Chairman, may I explain the workings of 
it? What you are going to do, each project you are going to award 
to some contractor to build X number of houses. At the same time 
he creates a corporation under which he builds those and when it’s 
completed he turns over not only the houses but likewise the stock 
in this corporation to the military. 

Senator SparKMAN. To the United States Government. 

Senator Carenart. Well, it amounts to that. 

Senator SpaRKMAN. They become sole owner. 

Senator Carrnart. Of course, the same thing is true under 
Wherry. The projects are built on Government land. The only 
difference there is the project is built on Government land, but you 
permit a private sponsor to come in and operate them and rent them 
and make money out of them. Here we are trying to eliminate that 
very thing. 

Senator SparkMAN. That is the difference 

Senator Carenart. It’s the only difference. In talking about the 
insurance fund, if there is never any default then the fund is avail- 
able to the Government. It’s their money. 

One of the things you do by putting it on this basis is put it on a 
business basis. You put it on a self-sustaining basis, and the service 
operate as a private enterpriser would operate his business. By put- 
ting it on th: at basis, I believe the services will be more inc lined to be 
more careful and not overbuild; they will be more inclined to keep the 
project filled ; they will operate it as a business. 

If there are no defauits—and there will not be any defaults, that 
is why I am certain you can sell these mortgages for 314 percent or 
maybe less—then this insurance fund becomes available to the Gov- 
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ernment. That is why I rather liked the FHA route in the first 
place because I thought FHA could build up a lot of insurance money 
the ve. But FHA and the builders don’t seem to like it; they don’t 
want to get it mixed up. I think they are overlooking the fact they 
have been able to pick up several million dollars worth of funds there 
that they could use for something else if they wanted to later on, but 
they seem to have missed that point entirely. 

But what you are doing here, you are simply borrowing money to 
build needed houses for the military rather than borrowing money 
the bond way. That is all there is to it. That is just how simple it is. 
That is just exactly what you are doing. When you go a mortgage 
route you have got to go through certain mechanics. You have got to 
organize a corporation, and that corporation holds the mortgage and 
they pay it off. The man buying the mortgage looks to that corpora- 
tion to pay it off. In this case it would be the contractor until the job 
is finished, and then it becomes the service: they own the stock. It’s 
just a question of whether you want to sell bonds to build houses or 
whether you want to sell mortgages to build them. 

Frankly, I think the mortgage route is better myself. I think it’s 
more practical, more sensible. It puts them in business. I think they 
are more likely to operate as a business. They know they have got to 
pay it off. They have got to pay it off out of rents. W here you go the 
bond route, direct appropriation, you have got the money; it’s built: 
it’s already paid for. The bonds haven’t been paid for but the project 
has been paid for. 

Senator SparkMAN. Had you completed your statement ? 

Secretary STevens. Yes, sir. 

Senator SparkMan. Mr. Douglas, did you want to say anything 
additional ? 

Secretary Doveras. Nothing further. 

Secretary Gates. I'd just like to say, Mr. Chairman, for your infor- 
mation, that the Navy public works request, if granted by the Con- 
gress, plus permission under past laws, would amount to $69 million 
and would produce 3,900 units, approximately, which would be appli- 
cable to this deficit of 44,347 as indicated in Mr. Floete’s chart. 

I would like to emphasize along with the other Secretaries the ter- 
rific need for adequate housing. I -would like to say to you that an 
enormous change, as you are aware, has taken place in the marriage 
status of the services. In 30 years the Navy has gone from 10 percent 
to 40 percent, including everybody in this, and in high pay grades 
such as the chief petty officers the figure is 89 percent m: wried, and 
the lowest grades, seamen and under, is 23 percent. So in 30 years, in 
1926 the total Navy was 10.7 percent married, and today it’s over 40 
percent married. 

Senator Carprenarr. Do you see any insurmountable.details to be 
worked out in respect to this S. 15014 Do you see anything that is 
not practical, not workable? I mean the question of whether it costs 
more or less, let’s forget that for the moment. 

Secretary Gares. I think they can be worked out. 

Senator CaprHartr. Do you see any insurmountable factors? It’s 
exactly like direct appropriation except you are going to get your 
money by selling mortgages instead of bonds. You are going to sell 
the mortgage, get the cash, pay the contractor. If you go the bond 
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route, you are going to sell the bond, get the money, and pay the 
contractor. 

Secretary Gares. I don’t see anything that can’t be worked out 
and I *d like to cooperate in working them out. Some of the imple- 
mentation of the bill I am not clear about. 

Senator Carrenart. Those are details we can easily work out if we 
decide on the principles, and there is a principle involved here. 

Secretary Gates. And we would like, if we have the opportunity, to 
discuss with you clearing up the question of covering fleet personnel 
that are not assigned to a short station, because they are just as big a 
problem with us as anyone else—in fact, the biggest problem. But 
don’t see any reason why we can’t work out the details. 

Senator SPpARKMAN. I'd like to present to the committee this morn 
ing our distinguished visitors, Mr. Otto Suhr, lord 1 hayor of Berlin; 
Senator Paul Hertz, of Berlin; and Mr. Strauss, re presentative of the 
State Department. 

We are dealing with the problem that I suppose you have—housing. 

Secretary Doveias. Mr. Chairman, I would just like to make it 
clear for the record that the Air Force is pleased with the start that 
is in process of being made through the appropriated fund group. 
We feel that the need is so great that it is imperative that all sound 
methods be used. We think it’s important that Wherry be extended 


for a year, as Mr, Floete recommended, and that it is very important 
that a bill, substantially such as S. 1501, 


accomplishment of family housing. 

Senator Capenartr. The extension of Wherry for a year on certain 
projects is in 8. 1800, introduced by Senator Sparkman. 

Secretary Doveias. Yes. I just wanted to emphasize the fact we 
need the housing and we'd like to see every sound 

Senator CapenArt. Do you see any insurmountable factors involved 
in this S. 1501 ¢ 

Secretary Doveias. No, sir; I do not. 

Senator CarenArtr. You think we will have no trouble working out 
practical, sound, sensible details in connection with it. 

Secretary Dove as. I think that is correct, and I think Senator 
Lehman really suggested the solution; part of his concern he expressed 
by referring to certification. There is no reason, it seems to me, that 
if the thing can be tightened up by a proper provision of certifica- 
On 

Senator CarpeHart. Renegotiation. 

Secretary Dove.as. I mean certification of cost. That is, of course, 
another route that may be appropriate, but although I would think 
that a renegotiation is essential in a good deal of Government business, 
my feeling i is it is probably not necessary in this kind of thing. 

Senator Carenartr. Everybody wants the contractors who build 
these projects to make a legitimate profit, no more or no less than he 
is entitled to, and no more or no less than he makes on his normal 
work. We always should see that private enterprisers make a legiti- 
mate profit. Otherwise you have an unsound economy. 

Senator SPARKMAN. Senator Payne. 

Senator Payne. I'd just like to ask Secretary Douglas one question. 
Getting back just briefly to cost as between appropri: ated and Wherr y 
housing, I imagine you have had a chance to inspect the so-called ap- 
propr iated housing at Loring Air Force Base. 


be added as a new source for 
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Secretary Doveias. No: I have not seen it at all, sir. 

Senator Payne. According to the figures—and I went over it fairly 
carefully when I went up there—between appropriated housing and 
Wherry housing, they show Wherry housing was actually less than 
the appropriated. Furthermore, in the appropriated housing it basi 

cally took in the question that Senator Sparkman mentioned—the cost 
of construction of the units, which are all very similar in type so that 
there was no distinctive pattern to the houses. But in addition to 
that, in another setup, they had to take care of the improvements, the 
running of the utilities, the paving of the streets, the building of the 
sidewalks, the landscaping, and all the other things which would have 
been added on top of that; whereas, the Wherry project which was 
constructed—and the facilities were very attractive; I went through 
a number of them—included all the costs, including utilities, including 
streets, including sidewalks, including landscaping, and everything 
else. 

Secretary Doveras. T think it’s fair to say that although we have 
some satisfactory appropriated fund housing, most of the satisfac 
tory Air Force housing today is Wherry housing. We have something 
over 30,000 units. | 

Senator Payne. Are we making some headway on Presque Isle? 

Secretary Doveias. We are in the process of negotiating a Wherry 
project there, which will very greatly improve the situation. We 
‘an't assert with certainty we can successfully negotiate it. It has 
also been brought out that the problem of accomplishing Wherry Acts 
this vear has not been very cood. 

Senator Payne. In one housing project on Presque Isle they used 
plans for housing in Florida. 

Secretary Fioere. We will be very glad to work with the staff of 
this committee, if you so desire. 

Senator Sparkman. Thank you very much. We all want to work 
out a good program, the whole committee does. 

There is one other thing that if we had time T should like to ques- 
tion you about, but I think I will just ask you if you will give us 
a letter or submit a statement. That has to do with section 222, 
which is extending, we might say, the GI benefits to servicemen. 
Remember we included that in fhe program last year. If you'd 
give us a memorandum as to how it is oper: ating, to what extent it 
is being used and any recommendation you have regarding it, we 
should appreciate it. 

Senator Payne. Would it be possible, if it’s not classified infor- 
mation, or if it can be submitted at least for the information of the 
committee, because I am tremendously interested in this Air Force 
problem due to the nature of SAC installations which have to be 
strategically located because of their mission, and on which you have 
got some very real problem of housing in connection with the Air 
Force pe ‘rsonnel—would it be possible to make available to the com- 
mittee in any manner, not by designated areas but an overall picture 
of the problem that is presently confronting these SAC bases through- 
out the country. Most of which, as a matter of fact, are located in 
areas far removed from the general pattern of housing facilities. 

Secretary Doucras. I think it would be possible, but I would dis- 
agree that the situation was very different or more difficult than the 
situation with Air Defense Command. 
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Senator Payne. It’s about the same ? 

Secretary Doucuias. 1 don’t think it’s very different 
have had to put Air Defense bases in remote spots also. 

Senator SparKMan. Mr. Douglas has a statement. That will be 
printed in the record. Without objection, the letter from the Assist- 
ant Secretary of Defense sent to us in connection with this will be 
printed in the record, and likewise a letter from the Secretary of the 
Treasury will be included in the record. 

(The material referred to follows:) 


because we 


STATEMENT OF JAMES H. DouGLas, UNDER SECRETARY OF THE AIR Forc! 
S. 1501 


, ON 


Mr. Chairman and members of the committee, I appreciate this opportunity 
to appear before you in behalf of the Department of the Air Force to discuss the 
ery important problem of military housing. May I review briefly with you the 
urgent need of the Air Force for additional family housing? 

When the Air Force reaches its programed strength of 137 wings, of its 975,000 
officers and airmen, 453,000 will be married ; 166,000 of these will be in the lower 
tf airman grades and do not qualify for family quarters under current legis- 
ation. The remaining 287,000, consisting of commissioned officers, airman per 
sonnel in the upper 3 grades and enlisted personnel in the fourth grade with over 
7 years’ service, will be entitled to family housing. 

Against this total requirement of 287,000 housing units in 1957, 
presently available 76,000 units (Government-owned and Wherry). By 1957 we 
hope there will be available an additional 18,600 units as the result of actions 
taken by past Congresses and the program currently under consideration by this 
Congress. In addition there are estimated to be 58,000 privately owned family 
housing units in the local communities which meet the Air Force’s standards of 
acceptability. This leaves a deficit of about 134,000 family housing units to meet 
the Air Force’s needs in 1957. 


we have 


Adequate housing is indispensable to the successful accomplishment of ths 


Air Forece’s mission. Today our Air Force must be ready for combat on short 
warning, and this requires that a large part of our operating personnel live on 
or near our airbases. Our experience has also demonstrated that the moral 
and efficiency of Air Force personnel are greatly affected by the quality 
family living conditions. 

rom the economic point of view, any increase in our reenlistment rate will 
result in substantial savings to the Government. More important, years of 
experience of incalculable value are saved to the armed services when trained 
personnel reenlist. Our surveys have shown that the reenlistment rate is much 
higher where there is good housing than where there is not. As you all know 
the Air Force wife plays a major role in the decision her husband makes as t 
whether he should stay in the service. Her appraisal of the advantages of the 
ife in the service must be based largely upon the conditions under which she 
and her children spend their daily lives. 
The Air Force feels that a good start will be made toward meeting its needs 
Congress appropriates the funds for family housing construction which have 
been requested in the current public works program. We think, however, the 
need for housing makes it imperative that advantage be taken of every sound 
means to solve this problem as rapidly as possible. The required housing wil 
be built sooner if such a procedure as is proposed in S. 1501 is enacted, and private 
capital made available, in addition to the appropriated funds program. 


—_——— 


OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE, 


Washington, D. C., May 12, 1955. 
Hon. J. W. FULBRIGHT, 


Chairman, Committee on Banking and Currency, 
United States Senate. 

DEAR Mr. CHAIRMAN: This is in reply to your request for the views of the De- 
partment of Defense on §. 1501, a bill “To amend the National Housing Act by 
adding a new title thereto providing additional authority for insurance of loans 
made for the construction of urgently needed housing for military personnel of 
the armed services.” 
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S. 1501 would add a new title X to the National Housing Act which would 
provide for the insurance of mortgages by the Federal Housing Administration 
to be paid out of an armed services housing insurance fund. Once the sponsor 
or builder has constructed the housing units, the housing units would be turned 
over to the military departments to be maintained and operated by them. Th: 
military tenants would not pay rent as such, but, instead, would forfeit thei: 
quarters allowances as in the case of other public quarters, and such allowances 
would be utilized by the military departments to meet the payments on the 
outstanding mortgage. The Federal Housing Administration would furnish 
inortgage insurance similar to the mortgage insurance provided under the 
Wherry Act, but the issuance of that insurance would become automatic. The 
proposed bill provides a novel adaptation of an insurance concept that has hereto 
fore been accepted by private lending agencies and utilizes an existing govern 
mental organization. 

Assuming that the detailed provisions of the proposal, particularly with ré 
spect to the fiscal and insurance provisions, are found workable, 8. 1501 would, 
nevertheless, be more involved and more expensive than the use of direct appro 
priations for the construction of military family housing. For that reason, the 
Department of Defense continues to favor the use of direct appropriations for 
that purpose and has submitted a proposal to the Congress, introduced as 8. 1765 
and H. R. 5700, which includes an authorization totaling $254,983,300 for the con 
struction of approximately 17,000 units of family housing that are urgently 
needed for military personnel and their dependents and also provides an addi 
tional $75 million for family housing to be acquired through the surplus agri- 
cultural commodities program. The cost of providing such family housing will 
be more than offset in the future by savings in appropriations for quarters 
allowances. 

Notwithstanding this Department’s proposal for appropriated fund housing, 
it would not object to other types of legislation if they would as economically 
and effectively meet its special problems in this area. 

This report does not express opinions concerning the public debt or mortgage 
insurance aspects of S. 1501 inasmuch as those matters are within the cognizance 
of agencies other than the Department of Defense. 

The Bureau of the Budget has advised that there would be no objection to the 
submission of this report to the Congress. 

Sincerely yours, 
Ricnarp A. BUDDEKE, 
Director, Legislative Programs. 







TREASURY DEPARTMENT, May 12, 1955. 
Hon. J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, 


United States Senate, Washington, D.C. 


My Drar Mr. CHAIRMAN: Reference is made to your request for the views of 
this Department on 8S. 1501, to amend the National Housing Act by adding a 
new title thereto providing additional authority for insurance of loans made for 
the construction of urgently needed housing for military personnel of the armed 
services. 

Since the subject of military housing is an involved and difficult one for which 
this Department has no direct responsibility, I hesitate to express any detailed 
views with respect to this bill. 

The central financial question in which we are concerned is the broad prob- 
lem of the use of Government guaranties and the principles which should deter- 
mine such use. In recent years the use of Government guaranties, rather than 
direct appropriations, has proved in a number of areas an effective method of 
stimulating and encouraging private enterprise, as for example, in the FHA and 
in some of the lending of the Export-Import Bank. 

In these cases, the repayment of the loan which is guaranteed arises from 
private sources and the Government’s credit is not involved except in the 
guaranty 

In the case of military housing, the use of the guaranty principles should. 
I believe, be subjected by your committee to very careful examination for, as 
I understand the proposal, it would involve the Government guaranteeing that 
the Government itself would directly or indirectly make a repayment. 
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The question I hope your committee therefore will consider with considerable 
care is whether it would not be more appropriate in a case of this sort to make 
. direct appropriation of the sums that are necessary to assure decent military 
housing, and so avoid a further extension of the principles of Government guar- 
anties into areas where its use is, to say the least, doubtful. 

The Department has been advised by the Bureau of the Budget that there is 
no objection to the submission of this report to your committee. 

Very truly yours, 
G. M. HUMPHREY, 
Secretary of the Treasury. 

Thank you very much, gentlemen. We appreciate your discussion 
of this matter. 

The next witness is Mr. John P. Robin, secretary of commerce, 
Commonwealth of Pennsylvania. 

Mr. Robin, you may proceed in your own way. 


‘ lum ele Arance and urban re de ve lopme nt 


STATEMENT OF JOHN P. ROBIN, SECRETARY OF COMMERCE, 
COMMONWEALTH OF PENNSYLVANIA 


Mr. Rosin. Mr. Chairman and Senators, [am John P. Robin. I am 
secretary of commerce in the Commonwealth of Pennsylvania. That 
office is not entirely what its name implies. It’s the department of 
state which deals with economic and community developments and 
administers such action as the State may take in the fields of housing, 
urban redevelopment, and community improvements. In addition, 
before assuming that office, I was executive director of the Urban 
Redevelopment Authority of Pittsburgh, Pa. 

I would like today to speak to two points principally. The first is 
to appear In support, on behalf of the Commonwealth, the Governor, 
and our department, of the inc reased authorization for urban redevel- 
opment and urban renewal of $500 million which is provided in S. 
LSOO, 

That is particularly important and of interest to Pennsylvania 
lhecause, as the Senators will remember, there is a limiting clause in the 
original bill which restricts the allocation to no more than 10 percent 
to any 1 State. 

Our State of Pennsylvania is now at its complete limits, and unless 
the authorization is increased there will be no more Federal aid for 
urban renewal and urban redevelopment in Pennsylvania. I think 
the same situation also applies to New York State, and could soon 
apply to such other urban States as Michigan, Illinois, and California. 

We in Pennsylvania strongly support the principle of urban rede- 
velopment. Our cities—Pittsburgh, Philadelphia, the metropolitan 
area of Alleghany County around Pittsburgh, and many Pennsylvania 
cities—have active redevelopment programs which instead of con- 
tracting are expanding. We feel we would be greatly injured unless 
the Congress is able to expand the authorization so that P ennsylvania 
cities may continue. 

In addition to that, the State of Pennsylvania, although very hard 
pressed financially in its current budget, is considering legislation, 
offered by the Governor as part of his economic program of the State, 
of some State aid, modest though it is, for our communities to help 
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them match the Federal expenditure set up under the Federal urban 
renewal program. Consequently, we strongly urge the committee to 
favorably report and to recommend to the Senate the additional 
authorization of $500 million. 
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The second point. We in Pennsylvania, too, recognize a very strong 
need for increased public housing, | oth as a part of urban redevelop- 
ment and urban renewal, and in addition for the social and humane 
factors which are provided by the provisions of good housing for our 
people. 

We are disappointed that the Congress has not seen fit to implement 
the original Housing Act of 1949, and we in our State, the housing 
authorities in our State, and the State Governor, will be very happy 
to see the Congress raise the authorized number of public housing 
units from the token number of 35,000 to the full 200,000 contemplated 
by the original act. 

With the chairman’s permission, I would like to read now a short 
statement by the Governor of Pennsylvania, George M. Leader, to the 
committee. This is Governor Leader's statement: 
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STATEMENT OF GEORGE M. LEADER, GOVERNOR OF PENNSYLVANTA 








The twofold problem of urban blight and lack of decent low-cost housing is of 

concern to the State as well as the city in these days of multiplying govern | 
rental responsibility. And particularly is this true of the Nation's great in 

dustrial States, of which the Commonwealth of Pennsylvania is one. Yet we 

at the State level find ourselves in no better a position to deal with the problem 

than do our cities, and must urge that the one branch of government which 











does have the wherewithal—the Federal Government—atilize its resources 
to the fullest extent possible to solve a problem so all-pervading in its effects. 

It is diffieult to stand by and watch the individual cities struggling to try and 
free themselv: ‘om the octopuslike grip of blight. The many areas of mu 


nicipal activities into which its influence reaches—as a cause and as a handicap 
to activity—have been documented many times. So also have the stories of the 
varied city efforts to eradicate it—each municipality groping for a formula which 
will somehow prove effective in its own particular circumstances. By now the 
country has accumulated from these many experiments a body of experience 
which makes one thing clear: if we are going to save the cities, it is going 
to take a great deal of money. Look at any individual project in any individual 
city. Count the cost, the accomplishment, the distance yet to go. And multiply 
the results by cities scattered through the country which are feeling the increas- 
ing squeeze of blight. We cannot just abandon these essential centers, great and 
small. The money must be made available to renew them. 

In Pennsylvania, the State has not “stood by” and let its cities carry on the 
struggle without aid. In 1949, the State appropriated $15 million to assist in 
redeveloping slum areas and assist honsing construction throughout the State. 
That was the best that we could then provide, and obviously it has not gone very 
far. As our Philadelphians can tell you, the elimination of just a tiny fraction of 
the slums in their one city has cost a total nearly half that sum. Now we are 
hoping to make added funds ayailable, but, with all the manifold State respon- 
sibilities, the largest sum that we could reasonably ask our legislature to ap- 
propriate is $5 million 

I feel that I can say definitely that both the city and the State governments 
of Pennsylvania are doing everything within their means to solve the blight 
problem. The “means” must therefore come from the Federal Government if 
truly effective action is to be taken. Congress has recognized the need, has ap- 
propriated the funds to start the process. The $500 million authorized in 1949 
is now coming toanend. I cannot urge too strongly that the funds provided for 
in S. 1800 be approved so that the hopeful process now begun can be continued. 
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lurning to the other facet of this problem—the provision of new homes—TI can 
report that the State has made funds available also for the building and sub- 
sidization of rental housing. We in Pennsylvania are particularly aware of 
the importance of adequate housing. For we have in the Commonwealth 33 
public housing authorities with 31,855 units constructed or under contract. 

In addition, we know our industries can’t be well manned if our workers are 


not well housed. America’s own wartime experience, the difficulties of Euro- 
pean countries in rebuilding industries in centers where the houses too had 
been destroyed, recent studies on an international scale—all show this to be 
true. At the present time, Pennsylvania—unfortunately one of the States 


afflicted with a serious unemployment problem—is campaigning to attract new 
industry. We have every confidence that this campaign will contribute greatly 
to a solution of our employment problems—and may well, in fact, require an 
increase in our labor force in certain fields. Whether labor comes in from 
outside or shifts within our borders, however, there will be a need for housing 
in some centers where new plants go up—housing available to families of all 
income levels. 

This, of course, can only augment the pressing need for decent homes of those 
whose incomes will not let them take advantage of the current vast construction 
of new but higher priced homes. How to bring good housing within the reach 
of this large group of families as a whole is a question not yet satisfactorily 
answered. But we do have one successful method of aiding one part of this 
group—those with the lowest incomes and the most pressing needs. That 
method is, of course, provision of public housing, which has already proved its 
worth and on which the only question remaining is whether we can supply 
enough of it, fast enough, to meet the immediate need. The latter surely is no 
less now that it was 6 years ago when Congress judged it to be at least 135,000 
and possibly 200,000 units a year. We all know that, in that 6 years, we have 
not succeeded in outpacing the deterioration of existing dwellings. In Pennsyl- 
vania we know only too well also that, while the Nation as a whole continues 
to prosper, large segments of our people now go unemployed and in need. The 
innual building of 35,000 units of public housing, as proposed in S. 1800, would no 
more than dent the need. Let us return to realism on this score. Authorization 
of a full 200,000 units yearly is a basic necessity. 

Finally, broad though these programs are in their own right, their implica- 
tions for the general economic well-being of the Nation are worth considering 
too. Many are now debating whether the present building boom is healthy, 
but no one would debate the need for keeping the construction industry operat- 
ing at full capacity if the economy is to operate similarly. Both of the programs 
we have been considering would contribute to this end—and both are founded 
on a demand which is so great as to be steady and predictable, not subject to 
the questions raised concerning the demand sustaining building operations at 
the present time. 

For all these reasons, I heartily support the approval of the $500 million 
authorization proposed for urban renewal aid but recommended the stepping up 
of public housing construction to the rate of 200,000 units a year. 


Senator Sparkman. Thank you, Mr. Robin. Do you have any 
questions, Senator Capehart? 

Senator Capenartr. No, I think your statement is very clear. 

Senator SpaRKMAN. Senator Payne? 

Senator Payne. No, sir. 

Senator SparRKMAN. Thank you very much, Mr. Robin. 

The American Municipal Association, Mayor Clark of Philadel- 
phia, and Mayor Mead of Syracuse, N. Y. 


Slum clearance and urban renewal 


STATEMENT OF JOSEPH S. CLARK, JR., MAYOR OF PHILADELPHIA, 
PA., REPRESENTING THE AMERICAN MUNICIPAL ASSOCIATION 


Mr. Cxark. Senator, I am here today with two hats on, one repre- 
senting the American Municipal Association, and the other on behalf 
of the city of Philadelphia. I wonder if it would be convenient if I 
put my testimony in with respect to both at this time. 








438 HOUSING ACT OF 1955 


Senator SpaRKMAN. Yes, indeed. 

Senator Carenarr. Is Mayor Mead here? 

Mr. Ciark. Yes, sir; he is here. 

Gentlemen, it’s a great privilege to be able to appear before your 
committee on a matter which the mayors of our larger urban areas 
consider to be of very great importance indeed. 

With your permission I should like to file a formal statement which 
I am making on behalf of the American Municipal Association, of 
which Lame ‘urrently vice president, and in the interests of conserving 
time for the committee I will attempt to summarize it more briefly. 

Senator Sparkman. We should be very glad to include the state- 
ment in full in the record. 

Mr. Cuark. Thank you very much, sir. 

(The material referred to follows :) 


STATEMENT OF JOSEPH S. CLARK, JR.. MAYOR OF PHILADELPHIA, REPRESENTING 
THE AMERICAN MUNICIPAL ASSOCIATION 


My name is Joseph 8. Clark, Jr., and I am here today in a dual capacity— 
as a representative of the American Municipal Association and as the mayor 
of Philadelphia. 

I should like to speak first for the AMA, of which I am currently vice president. 
The association officially represents 12,000 municipalities in the United States. 
It is the national federation of 44 State leagues of municipalities, covering 
80 to 90 percent of the Nation’s urban population. 

At its December 1954 meeting the AMA expressed, in resolution form, its 
basic concern with three broad phases of this urgent problem of urban housing. 
I should like permission to file that resolution as part of this record. (The 
resolution is attached.) Mayor Meade, of Syracuse, will express our views 
on the pressing need of cities for Federal aid in clearing and redeveloping slums. 
The association also called on Congress “to adopt legislation in the coming 
session authorizing the construction of 200,000 low-rent public housing units, 
the maximum permitted under the 1949 act,” and urged that “legislative steps 
be taken by Congress to encourage construction of new homes to meet the needs 
of families in the middle-income brackets ($3,000—-$5,000 per year), providing, 
if necessary, Government aid to reduce the financing costs of the home purchaser.” 

Clearly decent shelter for low- and middle-income families represents the 
key unmet housing need which we face today. We have been fortunate, in 
this country of ours, in that the postwar years have brought a steady, and 
singularly rapid, upswing in the income of our people. Figures recently released 
hy the United States Department of Commerce’ reveal the extent of this rise, 
and the remarkable fact that average nenfarm family income is now estimated 
preliminary to be above the $6,000 level. This is indeed a tribute to the country’s 
capacity for growth. But it must not obscure the hard fact implicit in the 
figures: 15 percent of our nonfarm families still earn less than $3,000 each 
sear and another 31 percent earn less than $5,000—and generally cannot, there- 
fore, pay the going prices for adequate sales or rental housing. This means 
that a potential of 16 million American families and 8 million more individuals 
in search of adequate shelter are presently without the means of obtaining it. 

Back in 1949, we extended, to each of these families as well as their more 
prosperous neighbors, the hope of decent housing—homes commensurate wit! 
the American standard of living. We stated it to be our national policy that 
the Government would, within reason, help those who wished to buy homes to 
do so; that it would help, within reason, make good, new apartments available 
to those who preferred te rent; that, for those whose income was too meager 
even with reasonable Government help to secure adequate shelter on the private 
tuarket, subsidized housing at low rents within their means would be provided. 

That’s what the Congress said in 1949. And how has this promise been 
executed? Well, for a brief while, the combined efforts of the Government and 
the construction industry did bring new homes within the reach of middle- 
income families and a number of them attained the proud status of homeowner. 


‘ Income Distribution in the United States, by Size, 1950—53, Office of Business Economics, 
U.S. Department of Commerce, Washington, 1955. 
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But these were mainly small dwellings, soon to become inadequate for the needs 
of growing families. And, by the end of 1950, the new homes being built were 
ilready beginning to be once more of a kind beyond the price range possible for 
this group—a situation which has remained unaltered to this day. In the field 
of rental housing, we did succeed in getting some construction—but few were 
the cities where the new apartments were not in the luxury class, also beyond 
the scope of the families with the greatest need. As for low-rent public housing 
the record speaks for itself. The considered judgment of Congress in 1949 was 
that we would need at least 135,000 such units a year and that it might be 
necessary to raise that figure to 200,000. It has been 6 years since that date. 
We should now have a minimum of 810,000 low-rent dwellings built under the 
In49 act. Only 350,000 have even been authorized, let alone built 

That, then, is what we have accomplished in 6 years. I wish I could feel 
; hat the slums had made as little progress! But houses go on deteriorating, 
families go on living in crowded, inadequate conditions, juvenile delinquency and 
crime go on increasing—and American youngsters grow up, marry, and start 
their own families without ever learning what a good home is like 

The long list of municipal difficulties which hinge on bad housing has been 
frequently detailed. Until this underlying problem has been solved, the munici 
palities the country over cannot hope to remedy these difficulties and create the 
healthy communities for which American standards call and to which each of our 
citizens is entitled. I cannot urge too strongly that serious consideration be 
viven to both these AMA recommendations. Every available Federal tool should 
he used in the effort to bring good housing within the range of middle-income 
families, and, as far behind schedule as we are, a full 200,000 low-rent public 
housing units a year would be none too much. 


RESOLUTION ON HouSING PROPOSED ny Mayor Joseru 8S. CLARK, JR., OF PHILADEL- 
PHIA, 31st AMERICAN MUNICIPAL CONGRESS, NOVEMBER ZS, 1954 


Whereas the need for decent homes in suitable living environments is far 
' from being met for American families; and 
Whereas each year more dwellings are being added to the 10 million nonfarm 
inits found substandard by the 1950 census: and 
Whereas the private construction industry is still unable to provide decent 
shelter for low-income groups and a significant portion of our middle-income 
families: and 
Whereas as recognized by President Eisenhower's Advisory Committee on 
Government Housing Policies and Programs, local governments which function 
under limited taxing powers are not in a position to provide the fiscal aid 
necessary ; and 
Whereas the Housing Act of 1954 ignored the Federal Government’s responsi- 
hility for low-rent public housing and increased slum clearance in line with 
the 1949 act; and 
Whereas only 350,000 of the 810,000 (only 48 percent) low-rent public housing 
units have been authorized in the 6 years stipulated in the act of 1949: Now, 
therefore, be it 
Resolved, That Congress be petitioned by the American Municipal Association 
to adopt legislation in the coming season authorizing the construction of 200,000 
low-rent public housing units, the maximum permitted under the 1949 act; 
and be it further 
Resolved, That increased Federal financial aid be given to municipalities for 
slum clearance and redevelopment, particularly in those areas where the maxi- 
num has already been allotted under the original $500 million appropriation in 
the 1949 act; and be it further 
Resolved, That legislative steps be taken by Congress to encourage construc- 
tion of new homes to meet the needs of families in the middle-income brackets 
($3,000-$5,000 per year), providing, if necessary, Government aid to reduce 
the financing costs of the home purchaser ; and be it further 
Resolved, That the American Municipal Association call upon State govern- 
ments to supplement Federal aid in the above fields. 
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Mr. CLark. The American Municipal Association officially repre- 
sents 12,000 municipalities in the United States, and is the federation 
of 44 leagues of municipalities. We believe that our association covers 
between 80 to 90 percent of the Nation’s urban population. 
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We have been very much concerned in the association for a num- 
ber of ye: ars with respect to the problem of urban shelter in general, 
ind there have been many discussions in committee meetings dealing 
with that problem ever since I have had any connection with the asso- 
‘ation, and before that. 

As a result of a rather extensive discussion of the problem at the 
innual convention last December, which was held in Philadelphia, a 
resolution was adopted which appears on the last 2 pages of my state- 
ment here, which I should like to summarize quite briefly. 

It recites the appalling need for decent homes in suitable living 
environments for so many American families, and points out that as 
far back as 1950 there were 10 million nonfarm units which were 
found substandard. We don’t know how many more there are now 
but we do know there are more because urban blight is proceeding 
faster practically everywhere and we haven’t been able to check it. 

We point out the private construction industry is unable to provide 
decent shelter for low-income and middle-income families. We de- 
line, sir, the middle-income family as being one that has an income of 
between $3,000 and $5,000 a vear. 

We refer to the report of the President’s Committee and point out 
that from that Committee it was fairly clear the municipalities of 
the country could not from their own tax resources possibly solve this 
problem without having substantial aid from the Federal Govern- 
ment and perhaps from States; that of the public housing units au- 
thorized under the Taft-Ellender-Wagner bill, the Housing Act of 
1949, only 350,000 have been authorized, and a substantially lower 
number built. We urge upon the Congress the substitution of a limit 
of 200,000 public housing units a year authorization for the 35,000 
limit which is cont: ained i in the Housing Act of 1954, and he the 
0,000 at the rate of 35,000 a year, which is proposed in the amend- 
ments of the Housing Act now pending before your committee. 

We also urge there should be another $500 million appropriated for 
urban renewal, and Mayor Mead will speak with respect to that 
point. 

We feel that the key to the shelter problem in our cities in the coun- 
try today is, you take care of about 46 percent of our American fam- 
ilies, 24 million families, if you think in terms of family income of 
$5,000 or less a year, another 6 million families if we think in terms 
of $6,000 a year or less, who are at the moment quite incapable of 
finding appropriate shelter through houses which they can buy or rent 
on the private market, even with the assistance of substantially liberal 
mortgage and financing aids which are provided by existing Federal 
legislation. 

We would like to point out that back in 1949 the Congress, in the 
Housing Act of that year, gave the municipalities reason to hope 
that this problem was on the way to solution, but whether it was the 
Korean war or change in the position of the Congress, or whatever 
the reason may be, those hopes have not been realized, and the homes 
which began to be built before 1950, which might have taken up, 
through the help of private industry, a large part of this new need, are 
now being built beyond the price range of that 46 percent of Ameri- 
can families which need it most. 

So in conclusion, with respect to the part of my testimony on behalf 
of the American Municipal Association, we would like to urge a rein- 
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statement of an authorization of 200,000 units a year for public hous- 
ing, and that measures should be taken in other lines, which I will 
discuss in detail with the Philadelphia problem, for the need of 46 
percent of American families who have incomes of $5,000 a year 
or less. 

[ think it’s of some significance to recall to your committee, which 
| am sure you do know, that with the Federal Government taking 
almost 75 cents of our local tax dollar, the State governments taking 
F nearly 12 cents more, we just don’t have, out of the remaining 13.6 
cents which is available to local governments, the funds to do more 
than to make the type of contribution toward the solution of the urban 
problem which we are now called upon to make in connection with 
" the urban-redevelopment problem where we put up $1 for every $3 

| and in connection with the public-housing problem where we are re- 
quired to give up our taxes to make our contribution in terms of utili- 

. ties and to take back a payment, not based on a tax basis, which is 

# usually somewhat smaller. 

ce [ would like to yield at this moment to Mayor Mead, who will make 

P a further presentation on behalf of the American Muncipal Associa- 

tion. 

FS Senator Lenman. May I say how pleased I am to welcome Mayor 

ba Mead to this hearing. Mayor Mead is the head of one of our great 

cities in New York State. 

Mr. Mrap. Thank you, very much, Senator. It’s a great privilege 

Ey to be here. 

Senator SpaRKMAN. Mayor Mead, before you start I want to com- 
: ment on just one thing Mayor Clark brought out. You referred to the 
. public-housing provision in the Housing Act of 1949. We established 
at that time a 6-year program contemplating within that time 810,000 
units. Do you know how many of those 810,000 have been obtained ? 

Mr. CuarK. 350,000 have been authorized. I am not sure how many 
have been built. 

4 Senator SparKMAN. As a matter of fact, I am of the opinion it’s less 
than that. I was under the impression it was about 200,000. 

Mr. Ciark. My guess, Senator, is that is correct. That is what 
we have actually got. There are some more authorized but not yet 
built. 

Senator SparKMAN. All right, Mayor Mead. 


Slum clearance and urban renewal. 


















STATEMENT OF DONALD H. MEAD, MAYOR OF SYRACUSE, N. Y., ON 
BEHALF OF THE AMERICAN MUNICIPAL ASSOCIATION 






Mr. Mrap. I am Donald H. Mead, mayor of the city of Sy "ACUSE, 
N. Y., and a member of the executive committee of the American 
Municipal Association, which represents 12,000 municipalities across 
the Nation. I am speaking to you today in behalf of that associ- 
ation. I am accompanied by my executive secretary, Mr. Richard 
F. Torrey, and by Mr. Sergei Grimm, executive director of the Syra- 
cuse Planning Commission and sec retary of our redevelopment com- 
mittee, 

Last year, I had the honor of representing the American Municipal 
Association in testimony on the Housing Act of 1954. Even at th: at 
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time, with only a few months service as mayor, I could appreciate 
the importance of urban renewal legislation. Now, a year later, | 
am In a position to discuss urban renewal on the basis of some actual 
experience and with much greater feeling. I hasten to admit, how 
ever, that I do not even now consider myself an expert in the field. 

Those of us who are operating city officials recognize the im- 
mensity of the problem of blighted areas and slums in our communi- 
ties—as I am sure you do, also. We have inherited the fruits of 
decades of neglect. We are trying now to reverse the trend. 

We appreciate the help of the Federal Government. But to be 
perfectly honest we need more of it. Municipal finances are stretched 
to a breaking point. We are still trying to catch up from the war 
years in new schools and public improvements. 

It has been said, you know, that all governments are fishing in 
the same taxpayers’ pond—the Federal Government fishes with a 
net; the State governments with a hook and line, and the municipal 
governments with a bent pin. 

be that as it may, the job of clearing slums and redeveloping the 
land is expensive. 

Let’s look at the report of the President’s Advisory Committee 
on Public Housing which was released in December 1953. The com- 
mittee in its investigations and deliberations learned that there are 
at least 5 million dwelling units which should be demolished in the 
slum areas of our Nation’s cities. 

Indications were, the committee said, that the cost of eliminating 
each unit would be about $3,000—the Federal share of that. being 
$2.000. 

Now, with 5 million units to be cleared—and assuming that our 
communities are able to hold the line against the spread of slum 
areas—the total cost of clearance would be about $15 billion. At 
the present ratio, that would mean a Federal share of $10 billion. 

Under the present law, with an authorization of $100 million a 
year, it would take our cities 100 years to wipe out slums. 

So you can see why the American Municipal Association is strongly 
in favor of increasing the amount of authorized Federal grants-in- 
aid from $100 million to $200 million per year as proposed by the 
administration. 

Even with the doubled authorization, it would take an estimated 50 
years to do the job and—again assuming we are able to hold the line 
against the spread of slums—we would have to look forward to the 
year 2005 to complete the job. 

This being the case it would be very important to retain the pro- 
vision in existing law for authorization of an additional $100 million 
to be used by the Urban Renewal Administration at the discretion of 
the President. 

I might also mention that the President’s Advisory Committee said 
that 15 million dwelling units are in need of rehabilitation at an 
average cost of $600 each to accomplish the task. This means that $9 
billion must be spent to develop our conservation areas and to prevent 
the growth of our blighted-housing areas. 

Perhaps you should know how our people feel about slum clearance. 
Recently we tried to get State legislation which would have made it 
easier for us to carry out a large-scale urban renewal ba We 
appealed to municipal officials and citizens’ groups throughout the 
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State of New York for support. We were amazed at the intensity of 
interest shown by all of them. Equally amazing was the unanimity 
among such divergent groups as manufacturers and chambers of com- 
merece, A. F. of L. and CIO, bankers, contractors, building supply 
dealers, real estate men, women’s organizations, social agencies, and 
the press. P ig 1 

I feel that the people are ahead of us in their appreciation of the im- 
portance of slum clearance and the urban renewal program in general. 

In Syracuse, even before the “workable program” requirement be- 
came a matter of law, we had been ex rate our slum elimination 
activities by code enforcement and by other means. 

Our enforcement experience and our planning studies have made us 
realize the importance and the seriousness of the relocation problem. 
We are also aware of the importance of the conservation and rehabil- 
itation areas which flank the areas requiring outright clearance. 

With respect to the renewal of such areas, may I comment on the 
amendment which I understand is being proposed by the National 
Association of Real Estate Boards. This amendment would author- 
ize Federal insurance of local assessment bonds issued by local agencies 
concerned with improving these conservation areas. This proposal 
was brought to my attention only a few days ago and we have not had 
adequate time to fully analyze it. It appears, however, that it is worth 
considering as another tool in attacking one phase of the overall prob- 
lem, specifically in eliminating undesirable and nonconforming 
properties. 

In further reference to the possibility of using the conservation and 
rehabilitation areas to help solve the relocation problems, may I of- 
fer these observations: 

Some large homes in the conservation area which are in good condi- 
tion might be purchased and be used for public housing purposes. 
It is my understanding that this plan is possible under the existing 
law. In the past, such use of existing houses for housing of low- 
income families was viewed unfavorably by the Public Housing Ad- 
ministration, but this agency, I understand, is now more openminded 
on the subject. 

Therefore, I need only call your attention to this possibility and to 
urge you to study it further, with a view to elaborating and improv- 
ing the existing provisions covering such operations by amendments, 
if such are needed and are found feasible. 

One final matter bearing on the relocation problem: May IT again 
suggest this year that section 221, dealing with relocation housing, 
be further amended to make residents of the conservation and rehabil- 
itation areas eligible, as well as residents of the redevelopment areas, 
even though they may not be displaced by governmental action. 

This provision is needed to create some vacancies in the conservation 
area in order to move in families displaced from nearby redevelopment 
areas, a move which would be in conformance with the natural disposi- 
tion of many families to remain in the general neighborhood where 
they live. We suggest specific language which we are providing in 
appendix A of my formal testimony. 

Before closing, may I refer to the provision in the bill increasing 
from $35 million to $70 million the amount which is exempted from 


the 10-percent ceiling on loans and grants to municipalities in any 
one State. 
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As you know, I come from one of the older and most populous States, 
where the effects of blight are bound to be more extensive than in the 
newer sections of the country. Moreover, our big sister—New York 
City—can swallow 10 percent of any Federal aid without any material 
effect upon its digestion, its needs are so great. You will appreciate 
that this situation is repeated in many of our great States in the 
Nation. 

This additional allocation, therefore, is a vital necessity for those 
States which have a slum situation out of proportion to other States. 

May I also state that we are very much in favor of the proposed 
amendments to section 110 (c) of the Housing Act of 1949, as amended, 
full text of which is attached as appendix B in my testimony. This 
amendment has been prepared by the National Association of Housing 
and Redevelopment Officials, who made a thorough study of the sub- 
ject, and, I understand, will be elaborated on toa further extent follow- 
ing our testimony. 

In behalf of the American Municipal Association—and for myself— 
may I express my deep appreciation to you for listening to our views 
on this important legislation. 

(The Appendices of Mayor Mead’s statement follow :) 


APPENDIX A 


PROPOSED AMENDMENT TO Sec. 221 (A) OF THE NATIONAL HousinG Act or 1949, 
AS AMENDED 


Insert after the words “in order to assist in relocating families” the following: 
“from urban renewal areas and in relocating families.” 

Delete the words “to be so displaced” after the words “in his judgment are 
necessary to secure to the families” in the first proviso of the second sentence 
of this subsection. 

Delete the word “so” after the words “to be needed for the relocation of 
families to be” and insert after the word “displaced” the word ‘because of gov- 
ernmental action” in the second proviso of the second sentence of this subsection. 


APPENDIX B 


Section 110 (c) of the Housing Act of 1949, as amended, is hereby amended by 
inserting after the word “improvements” and before the semicolon in clause (2) 
of the second sentence of this subsection: “and the provision of technical assist- 
ance to owners and tenants for repairs and rehabilitation of buildings or other 
improvements.” 

Section 110 (c) of the Housing Act of 1949, as amended, is hereby amended by 
striking the word “‘voluntary” in clause (1) of the third sentence of this subsection 
and by inserting after the words “urban renewal plan” and before the semicolon 
in clause (1) of the third sentence of this subsection: “including the provision of 
technical assistance to owners and tenants for such repairs and rehabilitation.” 

Senator Sparkman. Thank you very much, Mayor. 

Senator Lehman, do you have any questions ¢ 

Senator Leuman. I have no questions. 


Air pollution and public works 


Senator SparkMan. May I ask just this one question. I think I 
know the answer. You have not commented on either S. 1524, which 
was Senator Long’s bill relating to loans to municipalities for public 
works, the smaller municipalities, and also the bill by Senator Cape- 
hart, 1565, relating to smoke abatement and air pollution and so forth. 

Mr. Meap. I will have to confess I am not too familiar with that. 

Senator Sparkman. I will say that someone has testified before 
us representing the League of Municipalities. 
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Mr. Cxiark. Could I say, Senator, on behalf of the latter bill, which 
is the smoke abatement, air pollution bill, we strongly supported it. 
It’s very badly needed in my jurisdiction where we have a difficult 
air pollution ‘prob lem, particularly with small industries that are 
giving out odors, noxious odors too, and do not have the financing to 
get the money necessary to put in the necessary equipment. We would 
also hope that some tax amortization might be given for the installa- 
tion of that machinery also in order to put the carrot in the hands 
of our Government as well as the stick. We are using them both to 
the best of our ability. 

With respect to the bill which has to do with the small municipali- 
ties for public work purposes, I think, Mayor Mead, that our associa- 
tion is in support of that bill also. 

Senator SparRKMAN. Testimony has been given in behalf of the 
League of Municipalities- 

Mr. Cxiark. It’s the American Municipal Association which we 
represent. 

Senator SpARKMAN. It was the League of Municipalities that testi- 
fied on behalf of it, but you think the mayors would have the same 
attitude ¢ 

Mr. Cuark. Yes; I think so. 

Senator SFARKMAN. By the way, you were mentioning the small 
industries giving out disagreeable odors, and it brought to my mind 
a sign I read quite frequently because it’s on my way to the Capitol. 
A sign on the side of a building says, “Disagreeable odors you smell 
do not come from this building.” 

Thank you very much, gentlemen. 

Now, Mayor Clark wants to testify on behalf of the city of Phila- 
delphia, is that right. 





Slum clearance and urban redevelopment 


STATEMENT OF MAYOR JOSEPH S. CLARK, JR., ON BEHALF OF THE 
CITY OF PHILADELPHIA, PA. 


Mr. Ciark. Senator, I have a feeling of my own futility in connec- 
tion with this part of my testimony because I have a strong feeling 
I am talking to two friends who don’t need to be converted. 

Again, with your permission, 1 would like to file a rather volumi- 
nous 17-page statement. 

Senator SparkMAN. We would be very glad to have it, and then 
have you summarize it, if you will. 

(The material referred to follows :) 


STATEMENT OF JOSEPH S. CLARK, JR., MAYOR OF PHILADELPHIA 


Let me now switch hats and speak to you as the chief executive of the country’s 
third largest city. I have been the mayor of Philadelphia since January 1952, 
and I therefore speak to you with a conviction bred of intimate, day-to-day efforts 
to come to grips with the many municipal problems affected by our lack of ade- 
quate urban shelter. Despite strenuous efforts to check the weeds of blight and 
deterioration from choking urban development, we still make little headway be- 
cause of limited resources. The time to act is now, and it is necessary to act 
boldly. An additional $500 million for slum clearance and rehabilitation, a 
Government-stimulated middle-income housing program, and 200,000 public- 


housing units annually are certainly called for just to keep our heads above 
water. 
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Let me start out on the positive side. It was with a sense of great relief that 
we in Philadelphia learned that the housing amendments of 1955 contained pro- 
vision for an additional $500 million with which to continue the basic slum- 
clearance and urban-renewal program. There can be no doubt that this pro- 
gram—in concept if not as yet in execution—is one of the outstanding contribu- 
tions which our area has made to the science of modern living. It is still a rela- 
tively hew program, and we are still experimenting, probing, searching for the 
most effective way to use it. But one thing we have learned all too well—and 
that is that any activity of this type is tremendously costly. 

Let me use my own city as an example. There are over 100,000 dwelling units 
in those city sections which are so badly blighted as to have been certified for 
redevelopment. We have worked assiduously on this problem ever since World 
War II and have now succeeded in tearing down just 2 percent of our slums 
and we have spent nearly $7 million in the process of doing so and redeveloping 
the land. The figures for the redevelopment areas do not, of course, take into 
account substandard units scattered in lesser concentrations elsewhere in the 
city. These too must eventually be torn down or rehabilitated. Nobody knows 
exactly how many such houses there are today, for the census count was taken 
5 years ago and no one has counted the number added since. The one sure thing 
is that there are more, since we have not yet learned to check the creeping 
spread of blight. 

While larger than most, and therefore faced with a proportionately larger 
problem, Philadelphia is only one of many cities needing Federal funds for this 
purpose. The Census Bureau rang up a total of more than 11 million substand- 
ard nonfarm dwellings—including over 6 million urban units—in the country as 
a whole in 1950. As has been widely recognized, the cities just do not have the 
funds to deal with this problem. Frankly, at present tax levels Philadelphia 
is close to being broke. Today the Federal Government takes 74.6 cents out of 
each tax dollar, and the State takes another 11.8. Our cities cannot meet 
their pressing needs out of the remaining 13.6 cents. We in Philadelphia have 
called on the States for help with this problem but the State is worse off finan- 
cially than the city and can offer only slight additional redevelopment aid. 
Meanwhile the cities have a long list of necessary functions on which to spend 
their fractional tax share—and the cities with the largest slums are, by that 
condition, the very ones most handicapped by declining real-estate taxes, their 
largest single source of revenue. 

Hence, the cities must turn to the Federal Government for help. The initial 
$500 million authorization for this type of activity had almost all been com- 
mitted by December 1 of last year—it being anticipated that the remainder will 
be earmarked by the end of this fiscal year. 

Furthermore, that authorization was originally intended for the redevelop- 
ment type of operation alone. That operation is still very far from being 
accomplished, of course. Yet, under the Housing Act of 1954, title I grants 
are to cover a variety of additional activities, ranging down even to encouraging 
homeowners to conserve still healthy dwellings. I don’t mean to suggest that 
the increased emphasis on urban renewal in its most comprehensive form was 
not a welcome step forward. Philadelphia has been trying to attack some of the 
broader phases of the problem for several years now, and has recently stepped 
up its efforts to develop a truly integrated and practical operation, in which 
each of the diverse city activities would complement the others. We have 
already learned that branching out beyond the redevelopment areas—to prevent 
as well as cure the slum problem of an entire city—will require broadened 
financial support. 

Finally, I have said already that this whole program was still an experi- 
mental one. Because of that, and the fact that many cities have been slow 
to start this type of activity, the actual expenditure of the original authoriza- 
ion has been misleadingly slow. Now that we have acquired some experience 
in this field, however, and as the number of municipalities participating in the 
program increases, this will no longer be true. It would not surprise me in 
the least to find a second $500 million authorization exhausted in half the time 
the first one was, and the need for added funds to really do the job once more 
demonstrated. 

For all of these reasons, I strongly urge the importance of authorizing the 
full $500 million proposed. But I would also recommend that the full amount 
be authorized at once, rather than leaving a part of it to the discretion of the 
President. Presumably, the purpose of this optional provision is to provide 
for flexibility, so that, for example, added funds might be made available should 
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the $200 million authorized for fiscal 1956 be exhausted before the second $200 
million becomes available. Surely this could better be handled by simply raising 
the 1956 authorization to $300 million. The need is clear cut. The availability 
of funds should be equally so. 

There is another facet, however, in which greater flexibility might profitably 
be introduced. This is in the allocation of funds between States—the general 
rule now being to limit an individual State to 10 percent of the total authoriza- 
tion. Some exception is already provided for those States which have demon- 
strated both their need and their readiness to act by already utilizing their 
share of the authorization—such States being permitted additional grants up 
to a combined total of $35 million. In anticipation of the full commitment of 
this reserve, the 1955 amendments would authorize the use of another $35 million 
in this manner. But this bears little relationship to the actual variation be- 
tween States in the magnitude of the problem. In our case, for example, 
Pennsylvania’s $50 million share has been completely committed, Philadelphia 
has been allocated $10 million of the special $35 million, and we still have a 
large backlog of projects to be developed. It is my belief that, just as the Eastern 
States defer to those of the West in federally sponsored waterpower and soil- 
conservation measures, so the largely rural and mountain States might well be 
asked to permit urban redevelopment money to be used where it can do the 
most good. The simplest procedure for doing so would be to let the ‘whole 
question of State allocation be determined administratively and I would cer- 
tainly like to see a change in the law to this end. 

Another way in which greater flexibility would be an extreme advantage would 
be authorization for commitments to be made to cities on a long-term rather than 
x project-by-project basis. Our workable program, for example, sets forth plans 
designed to rid the city of its major slum problems during a 27-year period. 
We know where we would like to go, in other words, but it is difficult to progress 
rapidly and smoothly if we cannot be sure funds will be available for more than 
the project we happen to be working on at the moment. If we could, for example, 
get a preliminary commitment from the Federal Government that we could 
count on $6 million over the next 6 years, we could go ahead with specific plans 
without the danger that we will raise people’s hopes only to disappoint them at 
a later date. Such an arrangement would have no effect on the standards we 
are required to meet. It is merely a question of making possible an advance 
commitment for the funds we would expect to be allocated eventually in any 
case. 

One final point, if I may, before we leave the subject of urban renewal. The 
development of this whole program has been seriously slowed, not only by the 
fact that it is a relatively new and untried operation, but also by the way in 
which it has been administered. Difficulties encountered have stemmed partly 
from specific administrative regulations, partly from the failure to provide 
staff large enough for the job and to carry on a truly decentralized operation. 
This has led to such anomolies as the Philadelphia Redevelopment Authority’s 
being unable even now, 10 months after the 1954 act was passed, to get any 
specification of what standards FHA will require for insurance on houses being 
rehabilitated. As a matter of fact, a glance at the list of States which have 
actually received capital grants during the 6 years of the program’s operation 
is revealing, to say the least; only 6 of the 52 jurisdictions had actually received 
such grants as of March 31, 1955.1 If the program is to have its full effect, it 
is certainly essential to provide sufficient appropriations for a staff adequate 
to administer it. 

Our gradually accumulating experience has made abundantly clear one other 
fact: The extent of any city’s redevelopment and renewal activities is strictly 
limited not only by the question of financing but by the volume of housing avail- 
able to the families displaced thereby. You cannot tear out a slum, create an 
open space, even enforce a housing code unless there is some place for the families 
who must move out to go. This raises directly a question which is, in fact, much 
broader and more immediate in its implications than the limitation it puts on 
any individual slum-clearance operation. I refer to the truly serious lack of de- 
cent housing for low- and middle-income families which, to my way of thinking, 
is one of the major challenges to the Nation today. 





1Urban Renewal Project Directory, Urban Renewal Administration, Housing and Home 
Finance Agency, Washington, 1955. 
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Let us examine the scope of the problem in a bit more detail. As of 1953, it 
was estimated that some 46 percent of our nonfarm families had annual incomes 
of under $5,000. This figure excludes unattached individuals, a group which is 
relatively small in number but of which over 90 percent have incomes below that 
level. In our concern for the larger group, which also represents the so-called 
standard American family, we sometimes tend to forget, I think that the individ- 
ual who is on his own also needs good housing and must be considered in any 
efforts to make it available to all. He is not always the prosperous bachelor of 
film fame, free of responsibility and leading “the life of Riley.” The unat- 
tached individual is just as likely to be an elderly person, tucked away in a tiny 
room in a worndown tenement, or a middle-aged workingwomen who must count 
her pennies and share her room with someone similar to make ends meet at all. 
Granted that the group as a whole includes many young persons not yet active 
in economic life and that the needs and responsibilities which the individual’s 
income must cover are not the same as those of a family; he or she also is fre- 
quently subject to a higher tax rate and has neither the opportunity for the econo- 
mies of family living today nor the prospect of reduced responsibilities tomor- 
row. Anyone who has tried to relocate slum dwellers knows this group may be 
small in number but may well present thorny problems. If they are taken into 
consideration in the overall figures, the 16 million low- and middle-income family 
units is increased by over 8 million. 

At this point too, I cannot help wondering if we are being realistic in the 
standards we have set to measure the problem. We have been labeling as 
“middle” an annual income of between $3,000 to $5,000 for a long time. Sta- 
tistically, of course, the family at the midpoint on the income scale is now in 
the $5,000 bracket. But the main point has to do with the statistics on the 
other side of the coin, the price side. Prices have not held as constant as our 
concept, and an increased income is needed just to maintain the same level of 
living of a few years back. Should we not then include, in any assessment of 
the scope of the problem, families and individuals with incomes of between 
$5,000 and $6,000—who number another 6 million in combination. 

Good housing for this large group is the key to the future of our cities— 
a determinant of whether we lick the slum problem, either temporarily or 
permanently. Obviously a major portion of today’s slum dwellers are in the 
lower-income bracket. But what is sometimes forgotten is that many middle- 
income families are also living in the blighted sections of our cities. A little 
over half the families displaced or to be displaced by title I operations through- 
out the Nation as of March 31, 1953, had incomes above the top level for public 
housing, for example. We tend also to forget sometimes that slum dwelling is 
only a part of the overall problem. Normal obsolescence, formation of new 
families, changing neighborhoods, and movements of population brought about 
by economic forces—all these create needs outside the blighted areas that we 
must meet at once if we are to forestall the growth of future slums. They af- 
fect particularly the middle-income group. 

No examination of today’s housing needs can be complete without considera- 
tion of the special problems of minority groups, which cut across all income 
levels. We are not happy to detail the situation that exists in Philadelphia, 
but it serves to illustrate what holds true in many, many other places. Of our 
more than 2 million citizens, over 400,000 are Negroes, and almost half of them 
live in areas scheduled for redevelopment as compared with less than one- 
eighth of the white families. Even for those nonwhite families who could 
afford to buy or rent better homes, the possibility of doing so is very small. 
Private housing, finance, and real-estate practices, as well as continued prejudices 
severely limit areas where Negro families may live. Sharply illustrative of the 
problem is the fact that, from 1946 to 1953, a total of 140,000 private dwelling 
units were newly built in the Philadelphia metropolitan area—but only a little 
over 1,000 of them were available for Negro occupancy. 

What are the alternatives presently facing all these Americans in their search 
for better housing? Consider first the middle-income group since that at once 
will set the limits on the possibilities open to those less well off. 

The building industry is putting up new homes at a great rate; but I am sure 
that Philadelphia is not the only city where a home which sells for $10,000 or 
more is beyond the means of this group, even when 100 percent financing is 


U. S. Department of Commerce, Washington, 1955. 
2 Income Distribution in the United States, by Size, 1950—53, Office of Business Economics, 
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available. No new 3-bedroom home has been priced at less than $10,000 in Phila- 
delphia since the Korean war. So new houses are out of the price range of the 
bulk of our middle-income group. 

I cannot help but note the irony of the debate presently raging as to whether 
we are overbuilding—-in view of the tremendous unmet need for lower-priced 
homes. But at least such a debate does seem to point up the importance of cut- 
ting costs to meet this huge unsatisfied potential demand if we are to sustain 
indefinitely a high level of construction activity, one of the major underpinnings 
of the whole economy. 

Well, then, let them buy an older house, some say. As high-income families 
move into higher-priced new homes, the discards surely will not be beyond the 
range of those of lesser means. The fact is, this has not so far proved to be the 
case. While prices for used homes have leveled off somewhat recently, they 
averaged $8,400 in Philadelphia in 1953 and were available on only the toughest 
mortgage terms to middle-income families, which usually find themselves unable 
to raise the required cash downpayment. Second- or third-hand housing is not 
solving the middle income shelter problem. 

What about rental dwellings? Such rental units as are available start at $80 
a month for a 2-bedroom apartment in Philadelphia, more than this middle- 
income group ean afford, and such small apartments are not adequate to meet 
most family needs even if they were vacant and priced more reasonably. 

There is the remaining alternative of not expecting these people to find a better 
dwelling but of improving those they now occupy. Whether this is feasible 
depends on various factors. So far, many cities do not have an adequate basic 
housing code with which to insist that such improvements be made, and those 
which do have generally found themselves without the enforcement staff neces- 
sury to cover more than minor segments of the city in the foreseeable future. 
Achievement of voluntary improvements also requires considerable city staff and 
budget, for we've so long accepted the status quo in housing that a major drive 
is necessary to convince landlords—and often resident-owners too—that it is 
vitally important to correct deficiencies. 

In addition, what about the financing of such improvements? Costs of bring- 
ing substandard dwellings up to par range widely, from several hundred to sev- 
eral thousand dollars—depending on the dwelling’s present condition, what you 
mean by “par,” and who does the work. Congress sought, in the 1954 Housing 
Act, to help make the necessary financing available, but without results to date. 
Section 220 has now been in operation a good many months, yet neither Phila- 
delphia nor any other city has seen any rehabilitation activity under it whatever. 
This is not for want of earnest effort. Private financing is just not investing in 
older neighborhoods and older buildings, no matter how favorable the mortgage 
terms. Finaily, even if the money could somehow be made available, will the 
improved house still be within the means of its occupant’? In Philadelphia, the 
nationally famous project sponsored by the Society of Friends succeeded in 
rehabilitating some of our older dwellings, but, even after a land subsidy from 
the Redevelopment Authority and countless hours of work put in by occupants, 
the unit cost required to bring the houses to the point where they could qualify 
for a mortgage and mortgage insurance was in the neighborhood of $9,000. 
FHA-insured improvement loans are, of course, available for limited amounts, but 
again the question of costs is a deterrent, for short-term loans mean high monthly 
payments and may make precarious the financial situation of the homeowner 
who already has substantial mortgage payments to make. And for the family 
who rents, it is far too often the case that improvement costs lead to rent 
increases which make the net result of the operation just another displaced 
family looking for decent shelter. 

If middle-income families have so dim a prospect of getting adequate shelter, 
what is the outlook for their lower-income brethren? Their situation is far 
worse, None of the efforts made to solve this problem through private con- 
struction activity—efforts made by the industry itself and through Government 
financing aid—have yet provided a solution. Like section 220, the section 221 
program of the 1954 act, designed primarily for this purpose, is useless for 
areas like Philadelphia because the maximum insurable mortgage amount is 
$8,600 on a house valued at roughly $9,600. Even if the terms for 221 insurance 
were made as favorable as originally proposed by the President's Advisory 
Committee, there is considerable doubt as to whether it could be made to serve 
the purpose intended. The only successful means as yet devised is low-rent 
public housing, and the number of units so far authorized is wholly inadequate 
to meet the need. 
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As for helping nonwhite families to better homes, the voluntary home mort 
gage credit program established under the 1954 act has been in operation too 
short a time to permit judgment as to whether it can help. It attempts to get 
at only one phase of the difficulty, however, and seems rather a puny weapon for 
attacking any problem so complex as this one. 

What can be done about this broad problem which grows daily greater as we 
ponder various approaches? Clearly there is no single solution. But it is 
equally clear that the Nation’s housing program as presently formulated—either 
in existing legislation or as it would be amended by the bills now pending—does 
not provide even a partial approach. What is needed are imaginative new 
programs, 

The basic difficulties obviously turn on both prices and financing. We started 
to experiment in cost-reduction methods in 1949, when the “economy house” was 
the watchword, special provisions were made for project developments, and so on. 
‘The response to even these limited efforts, with all their drawbacks, revealed 
the tremendous potential, but, once the housing boom was underway, we forgot 
the initial objective. It is time we tried again. 

We bave continually liberalized the FHA insurance program—and I heartily 
support the additional insurance authorization provided in the proposed amend- 
ments—yet even the program as revised by the 1954 act has so far proved 
inadequate. We need to do some hard thinking on what other devices might 
be possible to facilitate lending on terms those in serious need can afford. Is 
there not some way to reduce the interest cost to the borrower without making 
the mortgage unmarketable? Is the secondary market supporting lending 
operations for these groups as effectively as it might? We in Philadelphia are 
exploring the possibilities of direct State loans to middle-income groups dis 
placed by governmental activities, and, personally, I feel it is time that we faced 
the fact that direct Government loans may be necessary to secure good housing 
for the middle-income bracket in general. The point I wish to emphasize is 
this: We have the physical resources to meet the need. We are a nation skilled 
at thinking up new ways to solve difficult problems. We must put our best 
minds to work on this fundamental problem. 

In the meantime, I can only emphasize once more the importance of making 
every effort to effect new programs which have not as yet produced results. 
Much of this depends on administrative action, of course. For the 220 program 
to succeed in making mortgage money available for urban renewal areas. for 
example, it will be necessary that the FHA not insist on the high standards 
previously set for insurance in better city sections. Under such circumstances, 
the program might yet be made operable. From my own experience I know 
that there are a number of older sections in South Philadelphia where middle- 
income families ceuld be housed if they could get FHA insurance, presently 
unavailable for houses there. Certainly any language which could be added 
to the law to this end would strengthen the chances of success for the program. 
] would also recommend that the FHA insurance program for home improvement 
loans not only be extended, as provided-in S. 1800, but that it be revised along the 
lines proposed in 1954, i. e., to permit loans in greater amounts and for longer 
durations. 

Similarly, more special attention should be given, in both new and old pro- 
grams, to pressing forward policies which will help open up better housing to 
the nonwhite group. Aggressive promotion of lending to minority groups under 
the voluntary credit program would be all to the good. But the Federal Gov- 
ernment in addition could well use its influence through the FHA and the VA 
to see that a greater amount of mortgage money is made available and that 
standards preclude segregation of nonwhites and thereby lead to sound and 
healthy neighborhoods. 

And, finally, I cannot urge too strongly that the public housing program be 
returned to its original stature and expanded to the point where it will be truly 
meaningful. We certainly welcome the extension of the present authorization 
for 35,000 units and the added authorization for another 70,000 units in future. 
3ut what is this rate of 35,000 a year based on? Certainly it is not related to 
need, for Philadelphia alone needs 70,000 units just to house the low-income 
families who were living in slum sections in 1950. If the 135,000-unit annual 
rate set by the 1949 act had ever been realized, we might have reduced this need 
substantially by now. But as it is we have been able to get since then alloca- 
tions which will eventually add only some 6,000 units to the roughly 7,000 pre- 
viously constructed. I firmly believe that we should once again base the program 
on need, as Congress did in 1949, and provide for the full 200,000-unit rate then 
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authorized. It is essential, if we are to help the low-income group at all, and 
if. indeed, we are to avoid actually worsening their situation in our efforts to 
eliminate substandard housing. 

Even the largest authorization means little if it cannot be translated into 
actual structures. Restrictions placed on the program by the 1954 act were so 
confining that less than half the units authorized are likely to be under con- 
tract at the end of this fiscal year. The proposed amendments are designed 
to do away with the restrictions which have caused the difficulties. But do 
they actually do that? 

First, a workable program would now be required only for communities which 
were not already carrying out title I slum-clearance and redevelopment projects 
at the time the 1954 act took effect. In effect, this says that communities which 
were slow to start on their slum problems shall be further slowed. Philadelphia 
does not fall in this category. We were the first to complete a title I project, 
and our workable program has already been approved. But I find it difficult 
to see why any community which is now ready to act should be penalized for a 
slow start. 

Second, the local governing bodies would now have only to approve the addi- 
tional units rather than certify the specific need for them. This certainly seems 
a legitimate requirement, provided it is administered in such a way that a single 
approval could be for a number of units to be constructed in various projects 
over a considerable length of time. In 1951 the city of Philadelphia reached 
an agreement with the Philadelphia Housing Authority for the construction of 
10,000 units over an indefinite period. This agreement is still in effect, and 
unnecessary difficulties would be created if it were necessary to revise it every 
fiscal year. 

Finally, the units available to a given community are to be limited to the 
number of eligible families to be displaced by governmental action. This is, 
I believe, a serious restriction, both administratively and substantively. 

Administratively, it is virtually impossible to determine far in advance the 
exact amount of such displacement. The time element precludes this possibility : 
I have already cited figures on how few redevelopment grants have actually been 
completed and settled during the last 6 years, and our experience has been that 
it also takes at least 2 years to develop a public housing project to the point 
where construction can begin. Even if the time involved were less, who can 
predict what families who are forced to move will do? 

Much more fundamental is the basic concept on which such a limitation is 
predicated. The families who are actually displaced are not the only families 
who need special low-rent housing. In Philadelphia today, there is a waiting 
list of 10,000 families who are eligible for and anxious to enter public housing— 
and who have not been displaced by any action on our part. Perhaps houses 
where these families now live would eventually be affected by “governmental ac- 
tivity.” We would certainly hope so. But at our present rate, it is more likely 
to be their children than these needy families themselves who would eventually 
receive help. 

And this points up what is perhaps the basic issue here. As presently con- 
stituted, the public housing program seems to be just something to be used to 
make other programs possible. This is indeed a short-sighted approach. Public 
housing is a slum-elimination weapon in its own right and should be used as 
such. 

I have already referred to the pressing need of many single people as well as 
families for good housing. S. 1642 introduced by Senator Sparkman, recognizes 
this problem as it affects elderly people and would authorize their admission 
to public housing. I certainly support this principle and, indeed, would favor 
the opening of public housing to all single persons. If public housing is to per- 
form its function, if it is to help people without sufficient means to obtain decent 
housing, then it should be open to all who need it. 

We, in Philadelphia, have put into use the various tools of redevelopment, 
renewal, public housing, and other Federal aids in an intensive effort to rid 
our city of slums. We are proud of the workable program in Philadelphia, which 
represents a maximum mobilization of public and private agencies together with 
a hard-hitting program. Yet, in spite of these, I believe that the recommenda- 
tions made will help us and other cities do a better job: 

4 1) An immediate appropriation of $500 million for urban redevelopment 
(title I of the Housing Act of 1949, as amended). 

(2) Discretion for the Housing and Home Finance Administrator to allot 
redevelopment funds to States where urban renewal activities consume 
funds in excess of the 10-percent limitation. 
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(3) Government stimulation of construction of houses for middle-income 
families 

(4) Continued FHA insurance of home-improvement loans but for loans 
of larger amounts and longer duration. 

(5) Authorization of 200,000 public-housing units annually. 

(6) Elimination of legibility requirements which prohibit single individ 
uals from public-housing projects, particularly the aged. 

(7) Removal of restrictions on public housing, particularly those limiting 
units only to households displaced by governmental activities rather than 
permitting a program designed to meet the existing need. 

(S) Greater initiative on the part of the Federal Housing Administration 
and the Veterans’ Administration to increase housing opportunities 
m inority groups. 


Congress again has the opportunity to further the objective of a decent home 
for all Americans. 


for 


Senator SparkMAN. I will say this, we want to close as near to 12: 30 
as possible, and we do have the National Association of Housing and 
Redevelopment officials yet to hear from. 

Mr. Cuark. I think in view of what you said, in view of the fact 
that only you and Senator Lehman are here and my testimony is 
going to go into the record, it probably would be wasting your time 
to do more than to say just this: I won’t even give the summary which 
I had intended. 

We in Philadelphia feel that this whole problem of urban shelter 
is probably the most serious single problem which we face as munici- 
pal administrators. Our picture is terribly dismal. I feel most 
strongly that urban blight is getting ahead of us faster than we are 
able to cure it. We don’t have the financial resources to solve the 
problem on our own feet. The Commonwealth of Pennsylvania, as 
Mr. Robin just testified to you, is also broke. That is why we are here 
again, as We are year after year, with a tincup in our hand asking for 
l’ederal assistance. 

We have filed what we think is a pretty workable model program 
under the Federal act which will take us 27 years to clean out our 
slums. With $7 million we have only been able to clear 2 percent of 
the 100,000 units which are in existing urban redevelopment areas, 
and goodness knows we need more in redevelopment areas. 

We have 70,000 substandard units in Philadelphia alone which we 
would like to replace with public housings, and yet there are only 
35,000 units a year for the entire country. We need desperately the 
new authorization of $500 million for urban renewal and redevelop- 
ment because the other authorization is about exhausted. We have 
gotten $30 million out of that. If the 10 percent limitation is removed 
we hope to get $30 million more. Out of the $30 million, $10 million 

came from the excess which was permitted over and above the 10 per- 
cent. In other words, Pennsylvania would get $50 million, and Phila- 
delphia would hope to get $30 million under that, but we are only 
entitled to $20 million, so we are desperately anxious to have that 10 
percent limitation removed. 

I could go on for hours about the plight of the middle-income and 
lower-income groups in our areas. They can’t get any housing be- 

cause we can’t build a house with 3 batinetesnt in Philadelphia for less 

than $10,000. They can’t rent because you can only rent a 2-bedroom 
apartment for a minimum of $80 a month. They can’t get second- 
hand housing because the average price of that is $8,400 a year, and 
you have to have, with private mortgage sources, at least a third down. 
Section 220 is of no use to us. Section 221 is of no use to us. 
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We have a frightful minority problem. We have now 400,000 
Negroes among our population. We -have built 100,000 units since 
1946, and hardly more than 1,000 of them are available for Negro oc- 
cupancy. We have been quite unable to get any help from the Vol- 
untary Home Mortgage Credit because even if they get a mortgage 
thev can’t find a house where they will take a Negro. I realize that is a 
local problem but a problem which the Federal Government, par- 
ticularly the FHA and VA, can have some responsibility. 

That, Senator, is a difficult picture, and I urge your committee to 
at the very minimum put the amendments of the 1954 act through 
which will make this program workable, give adequate appropriation 
to the badly stripped administrative agencies which can’t keep up 
with the workload under the economy program the last Congress 
put through. I appreciate, as I know both of you Senators do, the 
really desperate problem which the American urban civilian faces. 

Senator SparKMAN. Mayor, I think probably you did better by 
mincing it down. That was a very fine presentation. 

May I say last Friday I spent the afternoon with the Commissioner 
of Housing for the State of New York, who formerly was staff director 
of this committee, Joe MacMurray, and with Commissioner Moses 
and other officials there, se eing some of the work that is being done in 
New York City. I naturally thought of it in connection with what 
you said about the terrific fight that must be carried on, even if you 
keep pace with this growth of slum conditions. I think you have giv 
us a rather graphic narration regarding it, and one that Congress na 
the people generally throughout the country ought to understand more 
clearly than I am afraid we do. 

Mr. CriarK. I'd like you to see our Philadelphia program. We are 
really proud of it. Of course, I haven’t even mentioned the other as- 
pects of this which I am sure you are conscious of. There is no question 
about the fact in my mind that shelter plays an important role in the 
spread of juvenile ‘delinquency and crime and all that. It’s really 
getting pretty hard to govern a city in the light of shelter conditions, 
in the light of other problems. 

Senator SpaRKMAN. May I take another minute. You mentioned 
juvenile delinquency, and you have very strongly advocated public 
housing. Do you believe public-housing projects as such in any way 
contribute to juvenile delinquency or serve as hot beds? 

Mr. CLark. Senator, just the contrary. 

Senator SPARKMAN. I wonder if you are aware of the testimony pre- 
sented to this committee yesterday in which that, among many other 
charges, was made, made in a rather subtle manner, I would say, but 
nevertheless quite implicit in its implications. 

Mr. Ciark. Mr. Rapsky, who is here with me as house coordinator, 
tells me we can file with this committee definite figures showing that 
our public-housing units are islands of decency in centers of delin- 
quency. 

Senator SparKMAN. I know in my State—and, of course, there the 
cities and towns that have public housing are relatively small as com- 
pared to Philadelphia and New York—every public-housing project 
that I can think of in my State has removed slum areas in which juve- 
nile delinquency did have every incentive to develop. 

Mr. Ciask. There is no question about it. Just as a simple matter 
of police protection, it’s far easier to police a public-housing project 
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than the type of slum it replaced. There is a fundamental decency 
in most people, as I am sure you know. If you move them from the 
hazards and misery they are going to act as decent citizens. 

Senator Leman. Mr. Chi airman, I want to say, except for the in- 
fluence of family and church and schools, which T consider most im- 
portant, there is nothing more important in the fight against juve- 
nile delinquency than decent housing and adequate recreation facili- 
ties. Id place adequate recreation facilities on par with decent 
housing. 

Senator SpaRKMAN. May I ask the distinguished Senator from New 
York if he was present yesterday when the testimony was being given, 
and whether or not he saw that exhibit which was included. 

Senator LenmMan. I was not. 

Senator SPARKMAN. You will see it later and I think you will under- 
stand what I said. : 

Mr. Crark. | might suggest, sir, where perhaps you might not care : 
to, | would consider that was not testimony but unproved assertions, 
and I am sure we can give you figures that w ill deny it. 4 

Senator LeuMan. May I say, too, that I know the problems in i 
Philadelphia are substantially the same as in New York, and I am 3 
willing to testify from my long and intimate knowledge that every 
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word Mayor Clark has said is accurate and true and should be given 
very careful consideration. 

Mr. Crark. Thank you very much, sir. 

Senator Sparkman. Thank you very much, Mayor Clark. We are 
delighted to have you with us. 

We have next from the National Association of Housing and Re- 
development Officials, Mr. Walter B. Mills, who is president of that 
organization, and Mr. William L. Slayton, assistant director. 

Before we get into your testimony, I ask that this letter from Mr. 
Robert Moses, chairman of the Committee on Slum Clearance for New 
York City, relating to slum clearance, be included in the record. 

Also at this time I ask that there be placed in the record numerous j 
communications that I have from savings and loan associations and 4 
organizations interested in the savings and loan program, with refer- 
ence to independent status for the Federal Home Loan Bank Board. 

(The material referred to follows :) 










Slum clearance and urban renewal. 









Crry oF New York, 
OFFICE OF COMMITTEE ON SLUM CLEARANCE, 
New York, N. Y., May 16, 1955. 







Hon. JOHN SPARKMAN, 
Chairman, Housing Subcommittee, Banking and Currency Committee, 
United States Senate, Washington, D.C. 


Dear SENATOR: Your committee now has under consideration the bill Senate 
No. 1800 extending the National Housing Act. 

The Committee on Slum Clearance strongly approves the slum clearance and 
urban renewal amendments in the bill providing for additional grant authoriza- 
tions of $200 million per year for the years 1955 and 1956; the additional $100 
million to be authorized at the discretion of the President ; and the discretionary 
power authorizing the Administrator to dispute an additional $35 million of 
these appropriated moneys, if unallocated, to local public agencies in States 
were more than two-thirds of the 10-percent maximum allocation has been 
obligated. 

The present program in the city of New York, consisting of 10 projects now 
underway and 7 other projects in planning, is more comprehensive and further 
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advanced than any other local program in the country and involves almost $600 
million in title I redevelopment work through private capital, as shown on the 
attached tabulation. Preliminary estimates indicate that the projects shown on 
the tabulation not covered by capital grant contracts or project reservations and 
further projects contemplated will require an additional $50 million in Federal 
title I grants. 

You will note that of the $500 million provided for capital grants in the original 
Federal program that, although approximately $48 million was allocated to the 
city of New York, it was still essential for the city to apply for additional Fed- 
eral funds to carry out its program. Of the additional $35 million on hand for 
this purpose, $15 million was allocated to this city. This provision has worked 
very well in the past and should be included in the new legislation in order to 
provide incentive and permit speedy and effective progress to be made in States 
which are pushing their programs faster. 

In regard to low-rent housing, a sound, substantial program is a necessary 
adjunct to the public and private work on redevelopment of slum areas in major 
cities. The 35,000 additional units per year provided in the bill for 1955 and 
1956 are an absolute minimum from the point of view of need. 

We are in favor of the increase in maximum commitment amount for a single 
mortgage under the provisions of section 220 from $5 million to $50 million, The 
$5 million limitation is too small for slum-clearance projects such as we are 
carrying out in the city of New York in view of the fact that nearly every project 
involves larger sums. Such an increase will permit more flexibility and effec- 
tiveness in planning the construction and financing of large-scale redevelopments 
as a unit. 

One other change in the FHA provisions should be made. We strongly recom- 
mend that specific inclusion be made in the provisions of section 220 to the effect 
that it is the intention that the mortgage commitments to be made thereunder by 
FHA should be made on the basis of actual and proven construction costs as 
shown through certified statements. The references to value as a measure of 
the mortgage commitment, which have created difficulties and obstacles in getting 
the title I program under way and which have brought with it depressing factors 
arising out of the slum nature of the property, should be eliminated. These are 
part of a coordinated slum-clearance program sponsored by the Federal Govern- 
ment and the local public agencies, and it was intended as a means of inducement 
and enceuragement that the actual costs involved should be the measuring device 
for mortgage commitments. 

Certainly the slum nature of the property, which it is the purpose of the law 
to clear, should not be the yardstick for reducing these commitments and penaliz- 
ing the sponsors. Because of the inclusion of the term “value” not a single 
project in the New York City title I slum-clearance program has received an 
FHA commitment despite the long period during which section 220 has been in 
effect. Interminable procedures and difficulties in promulgating regulations 
delayed FHA action in the agency until very recently. We are now proceeding 
in New York with the local FHA offices under an agreement with Commissioner 
Mason in a way that we believe will finally produce actual FHA commitments 
as intended under section 220. Nevertheless, the fact is that prolonged delays 
have hurt the program not only in New York, but throughout the country. 

It is significant that in New York only the two projects which have received 
conventional financing, without FHA commitments, have proceeded to construc- 
tion. On other projects, demolition and relocation have proceeded in substantial 
areas but actual construction has been held up because of the lack of FHA guar- 
anties provided for by the law. If it were not for the recent agreement with 
Commisisoner Mason, the program in New York would have been abandoned and 
a great measure of discredit and responsibility placed at the doorstep of the 
Federal Government. We believe that FHA commitments will now be issued 
without further redtape and delay, but there is still general scepticism about it. 

We shall appreciate having your record include this communication stating 
our position, and shall appear before your committee on May 18th as scheduled. 

Sincerely, 
Rosert Moses, Chairman. 
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PHOENIX, Ariz., Vay 16, 195 
Senator JOHN SPARKMAN, 
Chairman of Subcommittee on Housing, 
Senate Office Building, Washington, D. C 


DEAR SENATOR SPARKMAN: I, as president of the Savings and Loan League 
of Arizona, an organization in which all the savings and loa 
State are members, most strongly urge on their behalf your favorable action on 
the pending House Resolution 5945 to provide for the independence of the Home 
Loan Bank Board, as introduced by Chairman Spence of the House committee, to 
he added to the housing bill as an amendment, for it was the intent of the originat- 
ng act that the home loan bank board be an independent Federal entity. We 
iiso most heartily endorse the amendments regarding the allowance of Federal 
associations to make loans to small builders and acquire land in connection with 
urban renewal projects; and the purchase of approved securities by Federal 
associations, as approved by the United States Savings and Loan League and 
the National Savings and Loan League. Our league requests your and your com- 
mittees’ most earnest consideration. 

Yours very truly, 





associations in the 


JOSEPH G. RINE, 
President, Savings and Loan League of Arizona. 





Sr. Paur, MiInn., May 16, 1955. 
Hon. JOHN SPARKMAN, 
Chairman, Housing Subcommittee, 
Senate Office Building, Washington, D. C.: 

The Savings and Loan Associations of America urgently request consideration 
to the following: First, Home Loan Bank Board as an independent agency. 
Secondly, limited authority for Federal associations to make loans to small 
builders and acquire land in connection with urban renewal projects. Thirdly, 
Federal associations be permitted to buy securities as approved by the Home 
Loan Bank Board. 

H. C. LINDQUIST, 
President, Minnesota Federal Savings & Loan Association, 





West BoyrstTon, Mass., May 16, 1955. 
Senator SPARKMAN, 
Senate Office Building, 
Washington, D. C.: 

I favor pending bill which will commit savings and loan association to 
developed land for small builders. This bill will be a direct aid to my program 
as I cannot possibly accumulate the necessary funds to develop land. 

JOHN D. Druce, 
President, County Homes, Inc. 


PorRTLAND, OrneEc., May 16, 1955. 
Hon. JOHN SPARKMAN, 
Chairman, Housing Subcommittee, Senate Banking and Currency Committee, 
Washington, D. C.: 

We thoroughly endorse the position to be presented by United States Saving 
and Loan League representatives at your committee hearing tomorrow. The 
different interests and needs of the business make a separate independent. 
Home Loan Bank Board a vital need and we solicit a friendly consideration of 
the facts by your committee. 

BEN H. HAZEN, 
President, Benjamin Franklin Federal Saving end Loan Association. 
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Worcester, Mass., May 16, 1955. 
Senator JOHN SPARKMAN, 
Chairman, Subcommittee on Housing, Senate Office Building, 
Washington, D. C.: 


Amendment to administration housing bill which would allow savings and 
loan banks to make loans to small builders and acquire land in connection with 
urban renewal projects will aid renewal work here respectfully urge your sup- 
port, 

LUTHER C. SMALL, 
Executive Director, Worcester Housing Authority. 


—_—— 


MILWAUKEE, WIs., May 16, 1955. 
Senator JOHN SPARKMAN, 
Chairman, Subcommittee on Housing, United States Senate, 
Washington, D. C.: 


Understand proposal will be presented your committee to amend the housing 
bill with bill of Chairman Spence of the House Committee which would restore 
independence of home loan bank board. This board is in effect the reserve 
bank of the savings and loan industry it is self-sustaining and incurs no di- 
rect governmental expense. It has no direct functions with housing adminis- 
trator. The Spence Bill, H. R. 5945, also provides for the retirement of the 
treasury stock in federal savings and loan insurance corporations approxi- 
mately $66 million. As executive committeeman of the U. S. Savings and 
Loan League for 6 midwest States may I respectfully urge your earnest con- 
sideration and approval of this proposed amendment together with other proposed 
measures covering urban renewal projects and provision to buy securities ap- 
proved by Home Loan Bank Board. 

CHARLES MCKEOWN, 
President, Consolidated Savings & Loan Association. 


WorceEsTER, MAss., May 16, 1955. 
Senator SPARKMAN, 


Senate Office Building, Washington, D.C. 


Dear Str: As an area small builder of Worcester and Paxton, Mass., I am in 
favor of the bill pending allowing savings and loan associations to purchase, 
develop, and lend on raw land, which will enable many small builders to go along 
and build without endeavoring to carry the financial burden alone. Which in 
a large tract sometimes is impossible. 

Respectfully, 
FRANKLIN G. FLEMING, Jr., 
Paxton, Mass. 


Worcester, Mass., May 16, 1955. 
Senator JOHN SPARKMAN, i 
Chairman, Subcommittee on Housing, 
Senate Office Building, Washington, D.C. 


Urge your support of amendment to administration housing bill permitting 
savings and loans to make loans and acquire land in connection with urban 
renewal projects. It will greatly aid in the revitalization of our New England 
cities. 

JOSEPH T. BENEDICT, 
President, New England Regional Council, 
National Association of Housing and Redevelopment Officials. 





LOWELL, Mass., May 16, 1955. 
Senator JOHN SPARKMAN, 


Chairman of Subcommittee on Housing; 
United States Senate, Washington, D.C. 


Strongly urge passage of the amendment to the administration housing bill 
permitting saving and loan groups to give loans to small builders and to acquire 
land for urban renewal projects. This is important to a workable renewal 
program. 

CHARLES M,. ZETTEE, 
Planning Director for City Planning and Urban Renewal. 
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STockTon, Cauir., May 16, 1955. 

Senator JOHN SPARKMAN, 

Chairman, Subcommittee on Housing, 
Senate Office Building, Washington, D.C. 

Strongly favor plan to incorporate provisions of Representative Spence’s 
H. R. 5945 as an amendment to the administration housing bill. Have always 
favored independence of Home Loan Bank Board and believe it should 
now be accomplished since all of the stock in Federal Home Loan Bank System 
is owned by its member institutions. We also support the plan to allow Federal 
associations to acquire land and make loans to small builders up to 5 percent 
of withdrawable accounts and also to invest in securities approved by Home 
Loan Bank Board. We urge your support of this legislation. 

HAROLD A, NOBLE, 
President, San Joaquin Savings and 
Loan Association of Stockton, Calif. 





First FEDERAL SAVINGS AND LOAN ASSOCIATION OF MIAMI, 


Miami, Fla., May 16, 1955. 
Hon. JOHN SPARKMAN, 


Chairman, Subcommittee on Housing, 
Senate Office Building, Washington, D. C. 

lLeAR SENATOR SPARKMAN: We earnestly request your active support of pro- 
posed legislation which provides for independent status of the Home Loan Bank 
Board and the related activities which it supervises. You know, of course, how 
helpful the Federal Home Loan Bank System has been, and continues to be, in 
strengthening the economy of the Nation. 

The System is now owned entirely by its member institutions which bear all 
expenses of operation. No Federal funds are appropriated for this purpose, nor 
are any held in the System’s capital structure. No community of interest or ad- 
vuntage can be served by keeping it under the supervision of an administrator. 
We strongly feel that only as an independent agency, such as it once was, can it 
efficiently and successfully carry forward its two great objectives of encouraging 
thrift and home ownership. 

We are also very much in favor of limited authority for Federal associations 
to take a more active part in urban renewal projects, and for a broadening of 
investment powers of such associations to permit them to buy securities as ap- 
proved by the Home Loan Bank Board. 

These matters will undoubtedly be discussed more fully in the hearing before 
your committee. We hope you feel favorably inclined toward our views and that 
you will do what you can toward adoption of these measures which we sincerely 
believe to be in the best interests of our national economy. 

Respectfully, 
R. V. WALKER, 
Executive Vice President. 

Senator SparkMAN. Mr. Mills, we are glad to have you with us. 
Mr. Mills is from Gadsden, Ala. He has long been intimately con- 
nected with a good strong housing program. We are glad to have 
you with us. 


Mr. Miius. Thank you very much, Mr. Chairman. I also have with 
me Mr. John D. Lange, who is the executive director of the National 
Association of Housing and Redevelopment Officials. 


Slum clearance and urban redevelopment 


STATEMENT OF WALTER B. MILLS, JR., PRESIDENT, ACCOMPANIED 
BY WILLIAM L. SLAYTON, ASSISTANT DIRECTOR, AND JOHN D. 
LANGE, EXECUTIVE DIRECTOR, NATIONAL ASSOCIATION OF 
HOUSING AND REDEVELOPMENT OFFICIALS 


Mr. Mitts. The National Association of Housing and Redevelop- 
ment Officials is a nonprofit, professional association of citizens and 
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local public officials interested in furthering good public administra 
tion in the fields of housing and urban redevelopment. The members 
of our organization are, by and large, those who are administering 
the public a sing and urban renewal programs in cities throughout 
the United S.a.es. We have a real interest in the legislation, there- 
fore, for we are anxious that it provide the best possible tools to enable 
us to assist in carrying out its objec tives. 

When I got off the plane here late last night in Washington I was 
given a copy of the testimony or the evidence offered to your com- 
mittee by the National Associ: ation of Real Estate Boards. I was sur 
prised to see in that evidence or testimony that they took this associa- 
tion to task. Since it is completely unfounded I want to take this op 
portunity to discredit that part of that testimony and to point up to 
you that in a great many Instances you have omissions of the real] 
truth and facts that cannot be substantiated. They state: 

For example, when President Truman in 1952 requested 75,000 public housing 
units a year, no opposition was heard from the now articulate supporters of 
Government ownership of family shelter as to the insufficiency of this number 
llowever, in 1954, when this administration requested 35,000 units per year, 
representatives of the National Association of Housing and Redevelopment 
Officials came before this committee requesting 5 million units. 

Mr. Chairman, I would like to cite the hearings before this august 
committee last year when the president of our association said, and 
I quote from your report: 

The President’s Advisory Committee had before it published evidence that 
approximately half of all the families in redevelopment areas were in the income 
groups eligible for public housing. Since it is apparent that 10 million families 
will have to be relocated under an effective program of housing and rehousing, 
there is certainly indicated a need for housing of 5 million families of low income 
as a result of future redevelopment and rehabilitation. It would be optimisti: 
to assume that half of those families can be located in existing or rehabilitated 
units. Thus, there is an enormous need for additional public housing for reloca- 
tion alone. 

As I say, this was given to me at a very late hour and I[ haven't had 
an opportunity to go through it. I do know, sir, that just recently in 
Headlines, in the May 2 edition, they had an editorial on the front 
page in which they cited we were not serving the low-income families, 
and they used Washington, D. C. as an example. Of course, it’s a 
known fact that about half a person in each thousand are receiving 
public assistance in Washington, whereas the national average is 6 or 7 
persons per thousand, and there were only 31 families receiving pub- 
lie assistance in the housing units provided by the National Capital 
Housing Authority. 

Well, sir, it would be very easy to pick up the telephone and call 
the National Capital Housing Authority and find there are somewhere 
in excess of 400 families receiving public assistance, houses right here 
in the city of Washington. 

It is very unfortunate, sir, that they would also publish in that same 
editorial—I am sure this testimony bears that out—that the mayor of 
the fine city of Detroit, Mich., was unable to get any information from 
the housing authority. The. mayor has refuted that statement, and 
Headlines has had to publish a retraction on it. 

I would like to submit for the record of this committee an address 
by Charles E. Slusser, which was made yesterday, May 17, at the 
Annual Conference of the Southwestern Regional Council of our asso- 
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ition. I was present yesterday in Galveston when he made that 

ilk. It’s interesting to note, Mr. Chairman, that Mr. Slusser is a 

uember of the National Association of Real Estate Boards, that he 
- a long-time member of this organization, and this organization 
proposes to speak for their membership. It’s interesting to know in 
ny town in Alabama they speak for the minority of their own mem- 
bership. But I wanted to discredit those imperfections in this testi- 
nony before this committee. 

Senator LeumMan. That speech was made in answer to some testi- 

ny that was given here yesterday or the dex before by representa- 
tives of the real- estate board where they quoted completely inaccu- 
rate information. 

Mr. Mirus. And I would like to have this speech of the Commis- 
sioner submitted for the record. 

Senator SparKMAN. Without objection it will be entered. 

The material referred to follows :) 

ADDRESS BY CHARLES E. SLUSSER, COMMISSIONER PUBLIC HOUSING ADMINISTRATION 


rHE ANNUAL CONFERENCE OF THE SOUTHWESTERN REGIONAL COUNCIL 
NATIONAL ASSOCIATION OF HOUSING AND REDEVELOPMENT OFFICIALS 


INTRODUCTION 


You can always tell when it is spring in Washington. Robins appear. The 
fishermen, including Larry Bloomberg, show up along the Potomac. And invita- 
tions from the various regional councils of NAHRO to speak at their meetings— 
practically all of them bunched in the month of May—roll in on the Public 
Housing Commissioner. 

To comply with your requests at times would require the occupant of this 
office to be twins or even triplets. Last week I was asked to be in both Augusta, 
Ga., and San Francisco, Calif., at the same time. Unfortunately, because I do not 
have a split personality, I had to decline the California invitation. This week, 
hy being here, I am not able to address the New England council, and so it goes. 

4 You would find me in the mood to ask for mercy—and I must ask that I be 
i forgiven for not being able to be in two different places at the same time—were 
it not for one thing. These meetings afford me the best opportunities to get 
out among you and to learn about your local problems, your difficulties, and 
your successes. 

I stress the word “local” and for good reasons. Last week in Augusta I said: 
“There has been a good deal of talk about this being a local program. If it is 
anything else, it will fail. It must remain that or public housing will not work. 
The safeguards that we attach to your operations are there only to protect the 
overall program from the censure that would be its portion, and has been its 


Nhe Sehdy 


; portion, when a few among the many of us have departed from the golden rule 
: that should guide us at all times.” 

‘ That is the way I see it and the way I hope you see it, too. I want this pro- 
¥ gram to grow and prosper, and to become more and more of a local operation. 
rhe more it becomes a community activity, the better our reputation, the better 
: our service. 

4 Now admittedly, with the Federal Government backing us with millions of dol- 
a lars, we cannot make annual contributions and merely ask that you Iet us know 
\ how much you will need the following year. Such is not the part of good sense 
; and will not appeal to the United States Congress before whom I stand as your 
: advocate. Until we pay off the public housing mortgage, we must be sure to let 
3 the Federal Government have full knowledge of our operations. Likewise, we 


must make sure that it knows that those operations are efficient and economical. 
When we do that, it means more public housing, not less. 

At the same time, wherever this can be made more of a local operation, I want 
to take that step. You will not have to encourage me to walk. You will find me 
out hiking in all kinds of weather. 

A case in point is my recommendation that the large signs which I have found 
in several instances identifying the projects as the work of the Federal Govern- 
ment be removed. I think such signs split the project off from the community. 
The more the project can blend into the community while retaining its essential 
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beauty, the better. Obviously, a project, the work it is doing, will become more 
accepted when it is a local enterprise than when it is not. 

And now, having said that I want public housing to be a local enterprise, | 
must tell you that there are also occasions when the Public Housing Commis 
sioner intends to exercise his prerogative to speak for all of you without side 
line coaching or prompting. When this program is unjustly attacked, I intend 
to take the first public opportunity to answer. 

To clear up any doubts that might exist in any minds, my remarks are occa- 
sioned by an editorial put out by the Washington office of the National Associa 
tion of Real Estate Boards in their May 2 publication, Headlines, and signed by 
their president, Henry G. Waltemade. 

Less than a year ago I spoke in Philadelphia at NAHRO’s annual national! 
convention. I discussed then the almost fanatical campaign directed against 
public housing by the National Association of Real Estate Boards, of which I am 
a member. I said I would not let distortion and fraud go unchallenged. Evi 
dently NAREB does not take me at my word, because this newest editorial shows 
neither regard for facts nor an intelligent understanding of the program. There 
are methods of supporting a cause or a system. You can lead with the truth or 
you can mislead with unsupportable propaganda. 

Valid, constructive criticism should never be rejected. But we have not had 
this from NAREB. Instead, behind a thin veneer of respectability, we have had 
the unlikeliest set of conclusions that were ever based on not wishful, but willful 
thinking. 

I am not unaware that these offensives begin at the time our Congress con- 
siders new housing legislation. So be it. Let us examine the previously men 
tioned May 2, 1955, editorial. 

First, they ask, “Does public housing take care of the needy?” Their answer 
as “Hardly ever. In Washington, D. C., the model of Federal experimentation. 
a study showed that only 47 of more than 4,000 families receiving welfare aid 
were permitted in public housing.” The propaganda went on from there, bu! 
what are the facts? They need to be brought out. 

NAREB tells you that there are only 47 Washington, D. C., families receiving 
relief being benefitted by public housing. There are 399 such families in Wash- 
ington’s public housing. A dime local phone call to the National Capital Housing 
Authority would have established the facts. NAREB’s Washington office could 
spare it. 

I give NAREB its poor choice. It has used either faked or negligent statistics 
In either case, it owes an abject apology to the National Capital Housing Author- 
ity, in particular and the public housing movement in general, and I for one 
haven't the time to wait for it. 

There are more than faked statistics in this matter. Washington, D. C.’s, 
welfare load wasn’t picked at random as an illustrative case. It was used in 
this instance because it is among the lowest in the country. Washington has 
only eight-tenths of a person out of a thousand on relief, while the national 
average is six and a half persons out of a thousand. Not satisfied to use an 
extreme case that completely distorts the national situation, the writer of this 
Washington, D. C., editorial had to give false figures, exaggerated by more than 
eight times. 

In this same editorial of May 2, 1955, NAREB charges that “the mayor of 
Detroit was refused information by the public housing authority in his city.” 
I have had the honor of knowing Mayor Cobo. In addition, I know something, 
as public housing commissioner, of the operation of public housing in that city 
and the State of Michigan, which requires all public housing authorities, or 
commissions as they are referred to there, to operate directly under the control 
of the city government. Given that as a fact, how could any public housing 
commission in Michigan refuse information to its mayor, let alone the Detroit 
Housing Commission refuse Mayor Cobo? 

Not content with the obvious falsity of this charge by NAREB, I have had 
my office contact that of Mayor Cobo, with regard to this statement. He author- 
ized us to deny its veracity and to state that the Detroit Housing Commission 
has at no time denied him information, but quite the contrary, has always sup- 
plied it. On what figment of imagination NAREB has based this charge, I do 
not know. I do know, and Mayor Cobo knows, that it is false. 

Like many national organizations, NAREB meets annually, and for the most 
part, much good accrues to the realtor and the real estate industry from the 
interchange of ideas at these meetings. But unfortunately, through the years, 
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public housing has become the whipping boy at these annual affairs. 
the gauntlet. 

Periodically, all the old housing bogies are dragged out by NAREB for public 
display—the old chestnuts are refurbished. 

Kight years ago NAREB was saying that public housing was a “fascistic, 
communistic, socialistic doctrine.” Public housing, they said then, “is a danger 
to freedom, a danger to home ownership, and a danger to our form of govern- 
ment.” In 1947, a NAREB spokesman told a Senate committee that public 
housing could destroy the country’s entire private housing industry. 

They have kept it up. Last year NAREB alleged from Washington, D. C., 
that public housing failed to house needy families; it was a special privilege 
and a political racket ; it was a Russian custom; it herded families together into 
ehettos, and it is an unfair burden on home owners. 

In 1955, NAREB’s tune is largely the same. The lyrics are but little different 
in the May 2 editorial. They said this year that public housing is a form of 
mental sickness. It does not eliminate crime and delinquency. It is not public. 
Who wantsit? And has it done any good? 

The passage of time has not had any visible effect on NAREB’s public housing 
views. 

Not much. NAREB asked the hackneyed question : “Does public housing take 
eare of the needy?” Earlier in my remarks we examined their statement con- 
cerning the National Capital Housing Authority. What is the national picture? 

Our records show that during the first half of 1954, the recheck of over 142,000 
families living in low-rent public housing showed an average annual income of 
$1,852 after allowable exemptions. For families admitted during that time, the 
figure was $1,810. We have no data yet on rechecks for the rest of 1954, but the 
30,000 families moving in during October, November, and December 1954 had 
average annual incomes of only $1,803 after exemptions, $7 less than those 
admitted in the first half of the year. 

These families then were existing on an income of $150 a month. I say they 
needed help from public housing. Further, 30 percent of the families admitted 
during the last quarter of 1954 were receiving public or private relief or some 
form of public benefit. 

What is NAREB’s definition of need? What are they doing about it? Beyond 
pious platitudes, have they any practical solution for getting these people out of 
slums into decent, livable housing? 

Take a long look at NAREB’s oft-repeated assertion that public housing means 
the extinction of the private home-building industry. A look at the figures leads 
me to question the plaintiff note in the May 2 tirade, “Public housing strikes down 
a large element of the construction industry, always a main source of investment 
and jobs.” 

What is the record? 

The housing census of 1950 showed there were 46 million dwelling units in the 
United States, a net gain since 1940 of almost 9 million units. Of the total num- 
ber, 39 million were classified by the census as nonfarm units, with the balance 
classified as rural farm dwellings. 

A large part of the increase in nonfarm housing was accounted for by 5.7 
million new units constructed between 1940 and 1950. 

How many federally aided low-rent public housing units were started in that 
decade? About 150,000. Who's being shoved into oblivion? 

Now, let’s take a look at housing starts for the past 5 years. 

Private enterprise started construction on almost 6 million dwelling units in 
that period. 


Local housing authorities started construction on a total of 204,000 low-rent 
units. 

Elementary arithmetic will show low-rent public housing accounted for just 
about 3 percent of the total nonfarm housing starts. If this 3 percent is scaring 
97 percent, it is the wonder of the age. The only people we're really scaring are 
the slum landlords. 

Obviously, public housing is neither throttling private enterprise, nor dooming 
the private building industry to extinction—a charge trumpeted by NAREB. 

NAREB’s Washington editorial also asked “Does public housing eliminate 
crime and delinquency?’ And it answered, “All the news we get is that 
both are on the increase everywhere in our cities, regardless of public housing.” 

Public housing will not solve every problem of the current age. Just as the 
police departments, the fire departments, and the welfare departments of your 
cities do not eliminate crime, fire, and disease entirely. But without any of 


We run 
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these municipal agencies, you can conjecture with horror the state we would 
be in. We have not eliminated crime and juvenile delinquency, either, but we 
have bettered the record that was: in existence before us. Certainly, there is 
less crime and juvenile delinquency in our projects than there were in the slums 
that we replaced. 

There is also another side to the problem. 

As you know, the Congress has been devoting considerable attention to the 
problem of juvenile delinquency. 

The Senate Judiciary Committee selected a subcommittee to investigate juve- 
nile delinquency in the United States. Earlier this year, the committee released 
an interim report on its findings. I believe you will find the following of interest : 
“Although physically deteriorated and socially disorganized neighborhoods, us- 
ually termed ‘slum areas’ contribute disproportionately to the delinquency case- 
loads of police and juvenile courts, economically well-to-do communities also 
produce many juvenile delinquents. As a matter of fact, certain forms of 
delinquent conduct appear more prevalent in the latter type of neighborhoods.” 
It is not just our problem. 

Public housing is not the sole panacea for the Nation’s social and economic 
needs. But as a businessman, a realtor, a former mayor of a good-sized city, I 
can assure you that public housing is good business, both socially and econom- 
ically. 

You are all too familiar with the pros and cons of federally aided low-rent 
public housing for me to repeat them. You live with them 7 days a week. I 
only wish that those who seek to discredit and destroy public housing could 
spend a week, or at least a day in a slum house. Or to spare them this mild 
horror, let them merely tour a slum area on a hot summer day, They’ll find out 
soon enough whether families want to escape from their slum hovels into the 
decent public housing that NAREB has tagged a ghetto and the cornerstone of 
the socialistic state. 

NAREB has tried through the years to make public housing a synonym for 
socialism, for communism, for something un-American. Tell me, is it un- 
American to want to live in decent homes? Do we force families from slums 
into clean, bright accommodations at rents within their means? De we hold 
them in public housing, against their will? I know of no pressure—political or 
otherwise—which binds an American family to a low-rent lease. 

sasically, Americans of low income are the same as you and I. We all seek 
constantly to improve our station in life. We can go as high as our opportunities 
and our abilities permit us. That’s the American way. We all want a decent 
home for our families. 


By the way, the title of NAREB’s editorial was “Let’s Stop It Now.” I agree 
wholeheartedly. 

Mr. Mitts. I will now go on with my prepared statement. 

Senator Sparkman. I wonder if I might offer a suggestion, that 
we print your statement in full, and perhaps you can summarize it, 
because it’s now 12:30. 

Mr. Mitus. I appreciate time is of the essence, Mr. Chairman. 

In our analysis of the current public-housing scene, five basic issues 
arise in considering S. 1800, S. 1412, and S. 1642: The relationship 
of this program to the overall urban renewal program; the number of 
units that the program should cover; the number of years allowed 
for planning: how to adapt the public-housing program to meet the 
special and growing needs of the aged; how to adapt the public-hous- 
ing program to meet the special needs of single-person families, with 
no reference to age. 

Senator, as you well know, the purpose of the bill is to orient the 
number of public housing units and to maintain the basic purpose of 
meeting the relocation needs of families of low income displaced by 
sum-clearance and urban-renewal projects. 

The 1954 act made it mandatory that only housing for those people 
could be housed in the projects, and that has been a stumbling block. 
As a result, during this year, when you have allowed 35,000 units, 
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there have only been two contracts signed under the Housing Act of 
1954. One of those was in Clarksville, Tenn., and the other in Somer- 
ville, Mass., and neither of those projects are under construction. All 
that have been built in this year are those previously under contract 
with the Housing Act of 1949. 

Senator SPARKMAN. You are aware, I am sure, that none had been 
started until just recently. 

Mr. Mitus. They haven’t been started yet, Mr. Chairman. 

Senator SpARKMAN. I think I am correct in saying that not a single 
unit had been processed until by administrative procedure the Public 
Housing Administration virtually broke away from the restrictions 
that were placed on it in the act of 1954. 

Mr. Mitus. That is correct. 

Senator SparKMAN. I will say this. The matter was taken up with 
the Banking and Currency Committee of each House in order to make 
certain that such procedure as proposed would be acceptable. 

Mr. Mirus. Certain administrative determinations were made in the 
light of legislation so that they were able to sign those contracts, but 
to this date you are right in saying none has been built. 

Senator SPARKMAN. You understand under this proposal we do 
propose to project the excess of the 35,000 for the current year, which 
we are not able to get under contract, into the next 2 years. 

Mr. Mitus. I hope that will be the case. 

I am delighted to see you are also recognizing there are other public 
actions, such as the clearance of lands for expressways, for highways, 
for schools, for playgrounds, any number of things, ‘and buildings on 
slum sites and clearing them themselves, which is a public action which 
would let this program go forward. Senator, I think that is very im- 
portant and I am certainly delighted to see you are giving considera- 
tion to that. 

Senator SparkMAN. Let me ask you a few practical questions, if you 
will agree just to incorporate the rest of your statement in the rec ord. 

You have had a great deal of experience in public housing. How 
long have you been connected with public housing ¢ 

Mr. Mitxs. Senator, I was appointed chairman of the housing 
authority of Gadsden, Ala., in 1938. 

Senator SparKMAN. And have you been with it continually? 

Mr. Miits. I have been with it continuously except for those years 
when I was in the service. 

Senator SPARKMAN. During the war. 

Mr. Mis. Yes, sir. 

Senator SPARKMAN. Later you were president of the State organi- 
zation ¢ 

Mr. Mitts. I was president of the Alabama State Association of 
Housing Authorities. 

Senator SpaRKMAN. And you have had connection with the national 
organization all the way through and now you are president of the 
national organization ? 

Mr. Mus. Yes, sir, I am. 

Senator SparKMAN. You have had wide familiarity with housing 
programs generally all over the country. 

Mr. Murs. In fact, Senator, as I told you I have been attending the 
annual conferences of the various regional councils of our association. 
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I was in California last week, and this week I was in Galveston, Tex., 
where the seven southwestern States were represented. 

Senator SparKMAN. Do you believe that these so-called public hous- 
ing projects have contributed to juvenile delinquency or do you believe 
they have cleaned up juve nile delinquency ? 

Mr. Muus. Of course, I would like to amplify what Mayor Clark 
just said who just preceded me here. I have personal knowledge in 
my own town, as we ‘Il as observ ing what has been accomplished in com- 
batting juvenile delinquency throughout the United States, and I have 
been told by munic ipal judges, by police officials, by mayors of towns, 
that no other tool given to them in history has helped them to combat 
juvenile delinquency as well as public housing. 

In my own town, for example, we have provided recreation areas 
and supervised playrooms for children who otherwise would be 
dumped on the streets, because a great many of their parents are 
domestic workers where both have to work. We have been able to 
supervise them in a child-care center, and we have put them in a 
happy living environment, sir, which has not been conducive to the 
vandalism which runs rampant throughout the country. I am fami- 
liar with the story of Houston. 

Senator SparKMAN. Yes. Would you state to this committee that 
just because perhaps one housing project has had a considerable 
amount currently of juvenile delinquene: y and lawbreaking generally 
in it, that that is in any sense typical of the countr yasa whole? 

Mr. Mus. I would say that is not typical. It is rather the excep- 
tion. You know, in taking in low-income families oftentimes you 
take in problem families as well. They have to be rehabilitated. 

Senator SparKMAN. That is where you find the highest incidence of 
problem families, isn’t it ? 

Mr. Muius. That is right, and in Houston it’s exaggerated 

Senator SPARKMAN. Wait, I want to be sure my question was com- 
plete there. I mean in the slum areas from which you draw your 
people generally, and whom you usually replace with these public 


housing projects, from those slum areas is where you find a high 
incidence of problem families. 


Mr. Muzs. Oh, yes, definitely so. 

Senator SparKMAN. And a great many of those naturally come into 
your public housing project. 

Mr. Miius. That is correct, Mr. Chairman. 

Senator SPaRKMAN. But you believe that the net effect is helpful 
rather than harmful ? 

Mr. Muas. Very helpful, sir. In that particular instance in 
Houston, they had a peculiar problem in which they had some Latin 
American children who contr buted to this who didn’t speak English. 
That story is well known throughout the country. We understand 
the problem at Houston, and we ‘would try to match that against the 


good throughout the United States and the good that is being done 
presently in Houston itself. 





Housing for elderly and single persons 


There are one or two things not in the prepared statement that I 
would like particularly to call your attention to, Mr. Chairman, if I 
may. Of course, one of those is housing for the aged which you are 
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nsidering. We think that is wonderful and we would like to have 


vou go forward with it. 


We would also like to have you give special consideration to the 
sroblems we have faced in administering this program = . single- 
person family. All too often you will find a widow of 50, for ex- 
unple—I notice a great many times they are trying to get Gaeeiecion 
of single persons to social security, but you will find a great many 
widows whose husbands have died and they are 50 or up and they are 
destitute. They can’t draw social security until they reach 65, and if 
they have no minor children they have no old-age survivors insurance. 
They become a problem in the community. They may not even re- 
ceive public assistance. They may have to depend on savings and 
ontasiaiiii from friends and family. I would certainly recom- 
mend this committee give very serious consideration to lowering that 
ige to a more realistic age. 1 think it would be wonderful. 

Senator SparkMAN. Is there a provision now at all for single 
persons ¢ 

Mr. Mitts. No, sir, they are denied. 

Senator SparKMAN. What do you mean by lowering the age? 

Mr. Muus. There are several bills, that have been proposed i in the 
House and Senate, sir, to admit single persons. In your considera- 
tion of all these bills we would like to have you give thought to that. 

Senator SPARKMAN. When you said lower the age you mean lower 
than provided. 

Mr. Mitts. Than provided in the proposed legislation, that is right. 
Farm housing 

I would like to point up one other thing that I am sure you are 
quite familiar with, Mr. Chairman, and that is the rural nonfarm 
section of my testimony where I ask that this legislation be reestab- 
ished and that it be allowed. Ina great many States rural nonfarms 
are not exactly what it sounds like. 

In Alabama, for example, any city that does not have a population 
of 3.500 or more has to fall into the rural nonfarm program. They 
are wie places of small size, and they are rural areas that need 
help just like all the rest of them. I would certainly like to see the 
amendments which were proposed by Congressman Jones, from Ala- 
bama, in the original act of 1949, reopened and reestablished here. I 
would like to point that out because there is a great need for it. 

Senator SparkMAN. You are referring to the rural nonfarm 
housing ? 

Mr. Mutts. Rural nonfarm, sir. It’s under consideration. 

Senator, I have a resolution which was passed by the Pacific South- 
west Regional Council of the National Association of Housing and 
Redevelopment Officials which concerns itself with the farm labor 
centers for the housing of migratory and permanent agricultural 
workers, particularly in the fast- -growing California valleys. 

T have seen houses, or would-be houses would be a better word, where 
they are not allowed to make capital improvements. The wind and 
the rain and the years have taken their tolls, where the beaverboard 
sides have fallen off. Under the present program they are under a 20- 
year deal where any residual receipts have to be given to the Federal 
Government, and any deficit has to be undertaken. by the local people. 
I saw wooden frames exposed with blankets hung up for siding so 
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people could dress. All these farm labor camps should be relinquished 
by the Federal Government and turned over to the local people so 
any receipts could be used to improve and maintain something you and 
I would call at least shelter, because they are not that now. 

I would like to have you submit for this record this particular reso- 
lution. It refers, of course, to House bill 4211, introduced by Con- 
gressman John Moss, of California. It points up this problem of farm 
labor camps, and I hope you will give consideration to legislation 
which will provide for the relinquishment of these farm labor camps. 
(The material referred to follows:) 





A RESOLUTION RECOMMENDING RELINQUISHMENT OF FarM Laporn CENTERS 
LocaL HousinG AUTHORITIES 





Whereas there exists a continued need for farm labor centers for the housing 
of migrant and permanent agricultural labor; and 

Whereas these labor centers are leased under a 20-year purchase and sale 
contract between the Public Housing Administration and local housing authori- 
ties ; and 

Whereas it is the local housing authorities’ responsibility to underwrite any 
and all deficits, but must submit all net proceeds to the Public Housing Adminis- 
tration; and 

Whereas local housing authorities are prohibited by law to rehabilitate and/or 
change the designation of shelter units by replacement, such as replacing tent 
platforms and the like with adequate shelter units, so as to make them habitable 
for human occupancy : Now, therefore, be it 

Resolwed by the Pacific Southwest Regional Council of the National Association 
of Housing and Redevelopment Officials, That the Congress of the United States 
of America be petitioned to consider’ relinquishment of farm labor centers to 
local housing authorities now operating farm labor centers, or who contemplate 
taking over the operation of farm labor centers, thereby insuring a realistic 
operation, with a view to the agricultural interests of this country, and for 
habitable housing units for migrant and permanent farm labor; be it further 

Resolved, That the Congress of the United States of America give serious con- 
sideration to H. R. 4211, introduced by Congressman John E. Moss, of California. 


Rosert D. Leer, 
President, Pacific Southwest Regional Council of the National Ajssocia- 
tion of Housing and Redevelopment Officials. 

Mr. Mitts. I see our time is running rather short. The rest of my 
testimony is somewhat in detail. In several instances we have offered 
specific language for improvement of the legislation to improve the 
administration and the operation of it. 

Senator, there is one thing I would like to point out, if I may, that 
we of the National Association of Housing and Redevelopment Off- 
cials are particularly concerned. We realize that the original concept 
of this program was that this was a local program for local com- 
munities. We are greatly alarmed by the inroads of Federal direc- 
tion and dictation which have come to us in administering these pro- 
grams, the cumbersome procedures, unrealistic procedures. As your 
committee goes on with its investigation for the balance of the year, 
I certainly hope we will have another opportunity to come before you 
and help you analyze that situation, because realizing some of the 
problems that we face we are most anxious, as the entire Congress of 
the United States, that this remain a local program. 

Senator SparkMAN. I might call your attention to the fact that 
Mr. Carter is the staff director of the subcommittee to make that study, 
and IT am sure he would welcome an opporunity to work with you. 

Mr. Mitts. I am delighted to know that and we do want to work 
with him throughout the year, Senator. May I thank you again for 
allowing us to appear, and I appreciate it very much. 
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Senator SparKMAN. Thank you very much. 
The prepared statement of Mr. Mills follows :) 


TESTIMONY OF WALTER LB. MILLS, JR., PRESIDENT, NATIONAL ASSOCIATION OF 
HOUSING AND REDEVELOPMENT OFFICIALS 


My name is Walter B. Mills, Jr., and I am appearing as president of the 
National Association of Housing and Redevelopment Officials. I am also the 
executive director of the Greater Gadsden Housing Authority of Gadsden, 
Ala. Mr. William L. Slayton, assistant director of our organization, is appear- 
ing with me to answer questions pertaining to the urban renewal program. 

The National Association of Housing and Redevelopment (Officials is a non- 
profit, professional association of citizens and local public officials interested 
in furthering good public administration in the fields of heusing and urban 
redevelopment. The members of our organization, are by and large, those 
who are administering the public housing and urban renewal programs in cities 
throughout the United States. We have a real interest in the legislation, 
therefore, for we are anxious that it provide the best possible tools to enable 
us to assist in carrying out its objectives. 


PUBLIC HOUSING 


In our analysis of the current public housing scene, five basic issues arise in 
considering S. 1800, S. 1412, and S. 1642: 
(1) The relationship of this program to the overall urban renewal 
program. 
(2) The number of units that the program should cover. 
(8) The number of years allowed for planning. 
(4) How to adapt the public housing program to meet the special, and 
growing, needs of the aged. 
(5) How to adapt the public housing program to meet the special needs 
of single person families, with no reference to age. 
In the comments that follow, we shall indicate our position on all five points 
in commenting on the specific wording of the three bills. 


Purpose of program (relation to urban renewal) 

An official analysis of 8. 1800 says that the provisions on public housing are 
geared to “maintain the basic purpose of meeting the relocation needs of fami- 
lies of low income displaced by slum clearance and urban renewal projects * * *” 
Under the new concept of “urban renewal”, public housing programing should 
certainly be geared to the displacement plans of code enforcement agencies, 
private enterprise, redevelopment projects, and such public programs as high- 
way construction, school building, ete.—all of which will entail clearance and 
rebuilding. At this very early stage in the urban renewal program, however, 
we are convinced that public housing should be encouraged to move forward 
as quickly as possible in order to develop an adequate relocation housing re- 
source for the time when the renewal program really begins to take hold and 
roll. 

Specifically, we would like to see some further modification than that proposed 
in S. 1800 of the limitations on the public housing program carried in the 1954 
Housing Act. In that act, it will be recalled, no public housing could be author- 
ized except in communities in which a federally aided title I redevelopment 
project was being carried out. That limitation has been liberalized in S. 1800 
by (1) permitting public housing in communities without such projects in process 
but (2) requiring that the workable-program requirement of the 1954 Housing 
Act be met, and (3) waiving the workable program requirement for communities 
where title I projects were being carried out prior to passage of the Housing 
Act of 1954. 

We are pleased with the first provision, since it opens the way for public 
housing assistance to communities that are carrying on either city, State, or 
privately aided redevelopment and renewal projects. The second provision, 
however, does—in our view—require some temporary (and we emphasize the 
word) softening. Many of the elements of a workable program require many 
months to initiate—and years to achieve. For example, a community without a 
housing standards code may well take 2 years to get such a code drawn, adopted, 
and installed. In that interval, a public housing program can be put underway 
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and an inventory of low-rental units can become available just when the first 
code displacement families need relocation housing. 

Also, it is not hard to anticipate that there will be many communities in which 
there is an urgent, immediate need for low-rental housing where none of ‘ths 
components of a workable program have been given attention. It seems to us 
that this community should be given financial assistance for a low-rental program 
and, concurrently, encouraged to begin work on a workable program. The law 
could carry a stipulation that such a community would not be given assistance 
for additional projects—and assistance might be halted short of the actual! 
contributions contract—if evidence were not available within a year, or 2 years, 
that work had been started to qualify the community under workable program 
standards. 

In short, it seems to us that many communities can be completely discouraged 
from doing an urban renewal job if they can see no immediate help coming to 
them to meet their key problem in removing substandard housing and in relieving 
overcrowding ; that is, the provision of an additional housing supply for families 
of low income. As PHA Commissioner Slusser has already pointed out to this 
committee, it takes 12 to 18 months to plan and acquire land for a public housing 
project—and an equal period to complete it for occupancy. Any delay in starting 
a community on this 2- to 3-year job is a delay in the entire renewal process. 

Specifically, then, we should like to see S. 1800 provide that a community may 
qualify for Federal assistance for public housing under the criteria of need 
developed in the United States Housing Act of 1937 and the Housing Act of 1949, 
provided that it simultaneously begins to develop a workable program for the 
community. Administrative latitude should be given HHFA for determining 
a reasonable time limit by which such a program should be submitted and, 
further, it should be within the province of HHFA to refuse additional public 
housing assistance if no progress on the workable program has been made. 

Size of program and planning 

There is no lack of evidence as to the extent of need for a public-housing pro 
gram. Perhaps the best statement comes from the report of the President's 
Advisory Committee on Government Housing Policies and Programs, which esti- 
mates that something like 10 million families may have to move if we are to do 
an adequate urban renewal job. It is further estimated that half of these fam- 
ilies will qualify, incomewise, for public housing. In the face of this need, an 
annual public-housing program of 35,000 units for the next 2 years is a totally 
inadequate program. Further, to allow the program only a 2-year life span is 
totally unrealistic. Again, as PHA Commissioner Slusser has already testified, 
no agency—Federal or local—can adequately staff itself or plan its program 
without some “fixed and definite goals * * * toward which it could work at a 
uniform rate over a period of several years.” We should like to revert to the 
terms of the Housing Act of 1949; a 6-year program, with the President to exer- 
cise authority to vary the volume between the 200,000 and 50,000 annual rate 
scaled to fit into the economic picture as of any one year. 

Under this heading of program size, we should like to refer to Senator Spark- 
man’s bill S. 1642—the proposed annual program of 50,000 public-housing units 
for aged families over the next 5 years. With the 35,000 units proposed in 8. 
1800, and with the new 2-year deadline for getting units under contract, we have 
as an annual program of 85,000 units with 1958 and 1960 as terminal dates. This 
combined picture is, of course, a decided improvement over the provisions of 
S$. 1800 alone. However, we should like to comment more extensively on the 
Sparkman bill under the specialized heading of— 


Housing for the aged 


This association takes some pride in the pioneering efforts that public housing 
has already exerted in this field. Local housing authorities have long recognized 
the pathetic, often tragic, needs of aged couples and single persons for housing. 
They have tried to meet these needs in spite of the limitations of the present 
public-housing law. In New York and Massachusetts, State help has been avail- 
able. In other instances—in Chicago, Cleveland, Memphis, Providence, St. Louis. 
San Francisco—housing authorities have exerted considerable ingenuity in 
adapting their federally aided programs to assist aged families. They have 
built, or are planning to build, units especially designed for older people; they 
have worked with community service agencies to develop programs that bring 
health, housekeeping, social, and financial assistance to such families. Housing 
authorities, however, see a tremendously growing set of problems in this area of 
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special assistance and, of course, they see a continuously expanding need for the 
housing itself for aging families, to meet the mounting proportion of our popu- 
lation in the “over 65” category. 

Therefore, the association expresses real appreciation for both Senator Spark- 
man’s bill and for Senator Magnuson’s 8S. 1412—a bill that would qualify single 
aged persons for occupancy in the present public-housing program, thus solving 
one of the very special and very unfortunate problems of the existing program. 

The association’s position on these bills can be stated as follows : 

(1) The provision of housing for the aged is inextricably interwoven in the 
whole question of the economic and social needs of the aged, and it is our hope 
that any long-range public-housing program would be developed as a part of a 
program focused on the entire area of need. Meanwhile, however, public housing 
should certainly be serving these families without the restraints of present 
legislation. 

(2) Rather than have a supplementary program we should like to see the 
public housing program increased in size with a certain percentage allocated to 
aged families. In the New York State program 6 percent of all housing built by 
an authority is allocated for the aged and for certain types of invalided persons. 
For the time being we would accept this percentage as workable, pending the 
time when the general problem is more clearly understood and a general program 
is developed. 

(3) We should like to have the basic legislation amended to give occupancy 
preference to the aged on 6 percent of all vacancies in existing units. 

(4) We should like to have the basic legislation amended along the lines of 
S. 1412 to permit single aged persons to be accepted for occupancy and continued 
residence in public housing. 

(5) We should like to have the basic legislation amended to overcome a very 
special eligibility problem of aged families. The present law requires that, to be 
eligible for public housing, a family must not only meet the income requirements 
of an authority but must come (except in the case of veterans) from substandard 
housing. Local housing authorities in all parts of the country find that aged 
families are frequently living in standard dwellings—family homes where they 
have lived for many years. Such homes are frequently too large for the family’s 
needs and economically too expensive for them to maintain. Further, as the 
families grow older, the upkeep of the property is completely beyond their 
abilities. Hence it is proposed that for aged families the substandard housing 
requirement be waived and that special eligibility criteria relating to the physical 
and economic capacity of a family to continue living in its present housing 
be developed. 

(6) Senator Sparkman’s bill proposes a $3 million annual subsidy for his 
50,000-unit annual program, or a per unit subsidy of $60. Experience is still 
too limited in this field to know whether or not this figure is realistic, in view 
of special equipment and special design advocated for units for the aged in view 
of the special management problems that may develop, and in view of what may 
be the rent-to-income ratio of most such families. Hence, again, it would be our 
preference that the basic provisions of the existing law apply to housing built 
for the aged until a substantial period of operating experience can be developed 
and evaluated. 

(7) The association endorses the provision of the Sparkman bill that would 
make it possible to provide housing for the aged in remodeled existing housing 
as well as in new or existing projects, There is nothing in the basic law that 
prevents local authorities from rehabilitating properties for public housing use, 
but there has been a strong administrative bias against it on the grounds of 
economic infeasibility. With the smaller units required for aged families and 
with the special management problems that such housing may pose, it is quite 
possible that a remodeling and rehabilitation program for such families might 
well prove to be economically sound. Therefore we should like to see the law 
amended so that local authorities would be encouraged to give such an approach 
careful, analytical attention when they plan a program for the aged. 


Single person occupancy 


As more and more urban renewal programs get underway, more and more 
special relocation housing problems develop. One such problem is providing 
relocation housing for single-person families other than aged persons. For 
example, in Sacramento, the redevelopment area includes an employment center 
for migrant laborers: Most of them single men of varying ages and most of 
them in the low-income category. In New York City, under the State program, 
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the first public housing to go into the Chinatown area is being built to accom- 
modate, in part, the many single-person families characteristic of the area. 
Chinatown has traditionally been home to an overwhelming number of single 
males. The New York City Housing, Authority plans a high-rise building with 
a high density for its pioneering project, on the theory that community space 
needs for such families are radically different from those of families with 
children. The federally aided public housing program should not discriminate 
against such persons but should make it possible for local housing authorities 
to accommodate single persons whenever special local situations require that 
they do so. 

In closing our testimony of public housing, we should like to comment briefly 
on the following special aspects of the program. 


Self-liquidating provision 


The present provisions of the Housing Act of 1954 are designed to make the 
public-housing program self-liquidating. They provide that after the bonds, for 
which annual contributions are pledged, are paid in full, receipts in excess of 
necessary expenses of administration of the project, and of reasonable reserves 
therefor, must be paid to the Federal Government, and to local public bodies 
which have contributed to the project in the form of tax exemption or other- 
wise in proportion to the aggregate contributions which the Government and 
such local bodies have made to the project. These provisions imply Federal 
control over local operations for a very long period of years following full 
payment of the bonds, somewhere between the 30th and 40th year. We under- 
stand that some State statutes do not permit any residual receipts after the 
bonds are paid in full since such receipts are to be applied to the reduction 
of rents. It would appear to be in the best interest of the Federal Government 
and the local communities to terminate all contractual obligations at the time 
the indebtedness is paid in full and annual contributions no longer required of 
the Federal Government. 


Rural nonfarm housing 


The Housing Act of 1949 provided for a rural nonfarm housing program 
for families of low income. Present legislation does not permit this. It is 


recommended that consideration be given to restoring this program so that the 
rural nonfarm communities, as well as large communities, may also meet their 
housing needs with Federal assistance. 


Local responsibility 


Legislative history indicates that Congress intended the public housing, slum 
clearance, and urban redevelopment and urban renewal programs to be locally 
initiated, planned, developed, carried out, and operated with a minimum of 
l‘ederal control and supervision. This association has long been concerned with 
the tendeney toward an increased and an unwarranted degree of Federal control 
and supervision as reflected in contractual arrangements and in administrative 
determinations on policies and procedures under which local agencies operate. 
It is hoped that your Subcommittee on Housing will study and analyze this 
relationship with a view toward incorporating in proposed legislation such 
language as will clarify the intent and desires of the Congress. It is recognized 
that a certain degree of control and supervision is not only necessary but desir- 
able, but it should not be overwhelming to a point where local initiative, judg- 
ment, responsibility, and authority are submerged to an inconceivable degree. 
It is felt that the aims and objectives of the national housing policy can better 
be achieved through reliance upon local administration and judgment with 
limited Federal control. 

Section 221 


The new section 221 program set up under the Housing Act of 1954 has been 
notable for the almost complete lack of response to it on the part of private 
builders. Yet the program was aimed at meeting an important and very special 
need : housing for families just above the public housing eligibility level and not 
within the range for which most private housing is currently being built. The 
problem of the excess income family leaving a public housing project is a serious 
one, as is the problem of the displaced family with an income too high for public 
housing. We urge a restudy of the 1954 act proposals. It should be possible to 
devise a rent-option plan that would make homeownership possible for these 
families. We should like to explore with this subcommittee during the course 
of its general housing investigations later in the year, some ideas we have been 
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cousidering to meet this need: a possible adaptation of the public housing pro- 
gram under which local authorities might purchase and remodel homes, then 
make them available on a rent-option basis to those of its tenants capable of 
assuming the responsibilities of homeownership. 


Farm labor centers 


These farm labor centers are used for the housing of migrant and permanent 
agricultural labor and are leased under a 20-year purchase and sale contract 
between the Public Housing Administration and local housing authorities. The 
local housing authorities are required to underwrite all deficits but must sub- 
mit all net proceeds to the Public Housing Administration. Local housing authori- 
ties are also prohibited from rehabilitating or replacing units in these centers. 
This association feels that these centers could be operated more efficiently and 
provide more habitable housing if they were relinquished to the local housing 
authorities. 

URBAN RENEWAL 


S. 1800 recognizes that the original $500 million capital-grant authorization is 
now almost completely committed, and therefore it provides for an additional 
$400 million over the next 2 years plus $100 million to be authorized by the 
President whenever he sees fit. If the Congress wants the urban renewal and 
urban redevelopment programs to continue, it is essential that additional capital- 
grant authorization be provided in this legislation. Without it, our communi- 
ties will be unable to undertake any additional urban renewal and urban re- 
development projects. This program offers our cities a real opportunity to 
remove slums and to improve housing conditions. Many cities have already 
undertaken slum-clearance projects but others are just getting underway. With- 
out additional capital-grant authorization, such a program would be impossible 
in most of our cities. 


In operating under the Housing Act of 1954, we have found two areas where 
a change in the law would improve the operation of the program. The first of 
these has to do with planning advances. If a city wishes to participate in the 
urban renewal program, it submits an application to HHFA, asking for a planning 
advance in order to plan the project. Under the urban renewal concept, many 
of these projects will involve rehabilitation as well as slum clearance and re- 
development. The wording of the present law is such, that HHFA says it is 
necessary that in the application for the advance, the city determine before 
it receives its planning advance, the areas to be cleared and the areas to be 
rehabilitated. This means in effect that the city must plan its project before it 
receives the planning advance. The purpose of the advance is to make studies 
in the area to determine how various portions of the area should be treated; 
that is, whether they should be cleared or rehabilitated. But the city must now 
make these determinations before it receives the advance. 

We would recommend that the language of the Housing Act of 1949, as amended, 
be changed to make it clear that the city does not have to make these determina- 
tions prior to applying for an advance but can use the planning advances to make 
the studies necessary to decide how portions of the area should be treated. We 
have language if you wish to have it. 

The second change in the law to improve the operation of the program has to 
do with the rehabilitation and conservation portions of the program, the part 
added by the Housing Act of 1954. In an area to be rehabilitated or conserved, 
the city has two tools to see that owners bring their properties up to the stand- 
ards set for the area. One of these is intensive enforcement and inspection 
within the area, a much more intensive operation than carried on in other parts 
of the city. The second tool is the provision of technical advice and assistance 
to owners and tenants in advising them on how to improve their property. The 
city will have to employ architects and financial advisers to meet with owners 
and tenants and advise them on how to meet the standards set for the area, 
how they can finance the improvements, and what they can expect such im- 
provements to cost. Most of these owners and tenants will need this kind of 
advice; for without it, they may overextend themselves financially or undertake 
improvements that do not meet the standards set for the area. 

In the present law, there is some question whether the latter item, technical 
assistance, may be included as part of the cost of the project, and HHFA has 
ruled that the former item, inspection, and enforcement is definitely not a part 
of the cost of the project. Since both of these items are relatively costly, we 


62736—55——31 








474 HOUSING ACT OF 1955 


would recommend that the law be changed to make it clear that both technica} 
services and inspection and enforcement services in the urban renewal area may 
be included as part of the cost of the project. We have specific language op 
these changes if you would like to have it. 

Section 220 

In our testimony last year on the Housing Act of 1954, we stated that section 
220 would provide an excellent vehicle for the financing of multifamily redevel- 
opment projects on cleared land. We felt at that time that by providing a new 
section and by eliminating the “economic soundness” requirement and substitut- 
ing “acceptable risk” that the problems of FHA valuation for redevelopment 
projects would be eliminated. In practice, however, we find that this has not 
been the case. Because these projects are in central areas and the surrounding 
environment has not yet been improved, FHA still finds it difficult to establish 
a value commensurate with replacement cost. We feel that these projects are 
large enough to be self-sufficient, providing in effect their own environment and 
that they should not be penalized with a reduced valuation because of their 
location. Under FHA’s present application of the value concept, the builder 
receives something less than a 90-percent mortgage on his structure. 

Since Congress wrote cost certification into the Housing Act of 1954, it is now 
impossible for the builder to mortgage out. The mortgage is 90 percent of either 
the estimated value or his certified costs, whichever is the lesser. In one in- 
stance the value concept is applied; in another, the cost concept is used. It 
would seem logical to us to replace “estimated value” with “estimated replace- 
ment cost.” In no case could the mortgage exceed 90 percent of certified costs, 
and it would be less if FHA’s “estimated replacement cost” were less than cer- 
tified costs. The inefficient builder would have to have more cash in the project; 
the efficient builder would merely increase his equity. His mortgage would be 
reduced because he would be able to build more efficiently; his certified costs 
would be less than estimated replacement costs. 

By substituting “estimated replacement cost” for “estimated value” in section 
220, FHA would not feel compelled to reduce value because of the environment. 
Builders would be able to obtain a true 90 percent mortgage. With the kind 
of valuation FHA now applies to redevelopment projects, not many builders 
find it attractive to build redevelopment projects. Section 220 has not become 
the financing vehicle for 220 projects that we anticipated. We have specific 
language if the committee wants it. 

There is one other item under section 220 that has given us difficulty in obtain- 
ing builders for our redevelopment projects. No changes in the law are neces 
sary, but congressional recognition of the problem would help HHFA and FHA 
in meeting the problem administratively. The question has to do with those 
instances where the builder and mortgagor are one and the same; the usual 
situation for builders of multifamily, rental housing. The Housing Act of 1954 
states that under cost certification, costs may include a reasonable allowance for 
builder’s profit. Your committee’s report of the bill stated that 10 percent should 
be the maximum. 

We have found, however, that FHA has been very conservative in interpreting 
“reasonable allowance,” and 5 percent seems to be the maximum they are per- 
mitting on large projects. 

Somehow there seems to be a misconception of builder’s profit. Some seem to 
have the impression that the builder walks off the job with this amount of cash 
in his pocket. The opposite is true. Builder’s profit is merely the equity the 
builder creates by building the project, by managing and supervising the con- 
struction without charging a general contractor’s fee, and by taking the en- 
trepreneurial risks. He can receive this profit only from the earnings of the 
project. In fact, even with a full 10-percent allowance for builder’s profit, the 
builder still must have cash in the project equal to roughly 3 percent of the cost 
of the project. When this allowance is reduced to 5 percent, the builder must 
have cash in the project equal to close to 7 percent of the cost of the project. 
The amount of the allowance for builder’s profit merely determines how much 
cash he has to have in; the lower the percent, the greater the cash. 

If the builder is required to have cash in the project equal to some 7 percent 
of the cost of the project, he is not likely to be an enthusiastic bidder for these 
redevelopment projects. He will look elsewhere for more attractive ventures. 
He will build luxury rental housing, sales housing, motels, hotels, shopping 
centers, and so forth. He will be attracted to these ventures, for the opportunity 
of return will be considerably greater. He will be discouraged from undertaking 
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redevelopment projects, for his cash as well as his profit must be paid from the 
earnings of the projects. It will take him quite a while to get his money out; 
f he uses up his cash in this manner, he will be out of business. 

In short, Congress with cost certification, made it impossible for builders to 

rtgage out; builders under 220 must have cash in the project. But an overly 
conservative policy on allowance for builder’s profit means that the amount of 
cash required is so great that builders will not be willing to undertake these 
projects. A congressional statement on the desirability of a more liberal inter- 
retation of this provision would be helpful. 

If the committee would like to see an example of how the builder’s profit is 
computed and the effect of allowing both 5 and 10 percent, we have copies of such 
an example, and will be glad to make them available to the committee. 

\s I said earlier, Mr. Slayton will be glad to answer questions on the urban 
renewal program and section 220. Thank you. 


Senator SparKMAN. The committee will stand in recess until 10 
o'clock tomorrow morning. 

(Whereupon, at 12:45 p. m., the subcommittee was recessed, to 
reconvene at 10 a.m., Thursday, May 19, 1955.) 
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THURSDAY, MAY 19, 1955 


Untrep States SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
SUBCOMMITTEE ON Housina, 
Washington, D. C. 

rhe subcommittee met, pursuant to recess, in room 301, Senate 
Office Building, at 10:05 a. m., Senator John Sparkman (chairman 
of the subcommittee) presiding. 

Present: Senators Sparkman, Lehman, Capehart, Bush, and 
Payne. 

Senator SPARKMAN. Let the committee come to order, please. 

We are starting this morning with Gen. Curtis E. LeMay, com- 
mander of the Strategic Air Command, as our first witness. 

General, we are glad to have you with us. 


Military housing 


STATEMENT OF GEN. CURTIS E. LeMAY, COMMANDER IN CHIEF, 
STRATEGIC AIR COMMAND 


General LeMay. Thank you, sir. 

Senator SpaRKMAN. You just proceed in your own way, General. 

General LeMay. I have a prepared statement I would like to read. 

Senator SPARKMAN. Fine. 

General LEMay. Mr. Chairman and members of the committee, I 
have been asked to express my views to this committee on how the 
shortage of adequate housing affects the combat capability of my 
command, 

| am particularly grateful for this important opportunity. For 
a number of years I have been in the position of demanding that my 
people work long hours under constant pressure to insure that we are 
ready to fight if ‘the time comes. I have been able to give them com- 
paratively little in return for their devotion to duty—a devotion 
which is responsible in a large measure for the combat capability we 
now enjoy. 

It will please them to know that I have been able to appear before 
you to discuss a problem that is so very important to them—a matter 
actually of great importance to us all. 

The lack of adequate housing on or near Strategic Air Command 
bases has three inevitable, immediate, and direct bearings on the 
ability of this Nation to survive a major nuclear war, and has in addi- 
tion a long-range effect on our capability to build and maintain a-pro- 
fessional force. 
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A. It delays the manning, training, and development of combat 
capability in new units. 

Since 1948 lack of family housing has been one of the major prob- 
lem areas confronting us in the Air Force. It has caused the combat 
readiness of my command to be seriously retarded. Because of it I 
have been forced to reduce manning and to make selective assignments 
of officers and airmen to certain bases. Specifically, during the past 
2 years, I have found it necessary to restrict manning at 4 bases, each 
designed for 1 or more wings, and thereby to delay obtaining combat 
readiness for these units for periods up to 8 months. These delays 
have resulted in a direct increase in costs ranging from 3 to 12 mil- 
lion dollars in attaining combat readiness at ‘each of the four bases 
involved. This experience will repeat itself at new Strategic Air 
Command bases where available housing will not permit manning 
of the combat units consistent with completion of the installations 
and the arrival of aircraft. 

B. Lack of adequate housing reduces the certainty our combat- 
ready wings will be fully effective in event of hostilities. 

We have a given number of combat wings ready to go to war right 
now, this afternoon or tonight. Ready, that i is, with one qualification. 
Because housing in the vicinity of bases and on bases is inadequate 
in several cases, many of our key operations personnel and combat 
air crew members have been forced to go 10 to 50 or more miles from 
the base to find a satisfactory home in w vhich to live. 

Now, what happens in case of a sudden red alert in the middle of 
the night? Can we be sure my operations personnel, pilots, and 
observers. can fight their way to their duty stations along highways 
and roads that may be choked with evacuating civil populations? Tt 
is certainly conceivable that the movement of traffic would come to a 
standstill. Under these circumstances, it is probable many of our 
key people would never reach their duty stations in time. This would 
mean that certain of our bombers might never reach their assigned 
targets. 

Therefore, due to inadequate housing on and adjacent to our bases, 
the actual combat-ready units we have now will not give us the sur- 

— al insurance we are paying for and which we may need. 

The lack of housing has a serious, immediate, and long-range 
offe C “ on our airpower. 

I have never believed that Air Force officers and men should be 
forced to live as second-class citizens. They are too important to the 
security of this country to be expected to accept substandard condi- 
tions. I believe the time has come when adequate measures must be 
taken to provide housing of the quality and quantity needed to assure 
the effective and efficient performance of the Air Force mission. 

In my opinion, not one man conscripted the day war starts will 
get into the decisive phase of the fight. The survival of the Nation 
in all-out nuclear war will depend on the character, the training, the 
readiness, and the determination and courage of the men who are in 
the Military Establishment at the onset of hostilities. 

Senator Sparkman. General, may I interrupt there? 

General LeMay. Yes, sir. 

Senator SparKMAN. That is a pretty strong statement and I think it 
deserves considerable emphasis. Do you not ‘think so? 
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(;eneral LeMay. I believe it is true. 

Senator SPARKMAN. In other words, that the very survival of this 
Nation depends upon the readiness of our men then in uniform? 

General LeMay. Yes, sir. I believe the decisive phase of the war 
will be over in a very short period of time. 

Senator CaprHart. That is what I have been calling the profes- 
sional army. 

Senator SPARKMAN. Senator Bush, for your information, the gen- 
eral just made the statement—in my opinion, not one man conscripted 
the day war starts will get into the decisive phase of the fight—in 
other words, we have to have constant readiness. 

nator Capemart. There is not any question about that. That is 
why it is so important, I think, to have sufficient housing, and have it 
the right spot, and have it at the right time. 
ator LeHMaNn. It is also important that we have an adequate 
Ail Foree, that is, adequate in size. 
ator CApEHART. Yes, indeed. You would have a bigger one if 
you had good housing, so families would be satisfied with their living 
conditions. You would have more men wanting to stay in the service, 
| more married men wanting to get into the service. 

Senator LeuMan. But we also need a large appropriation from the 
Congress. 

Senator CAPEHART. We certainly need plenty. I do not know what 
plenty is, because I am no an expert, but we need plenty. 

Senator SparKMAN. All right, General. You may proceed. 

(reneral LeMay. I believe that it is a well-accepted conclusion by 
eyeryone in authority that the type of airpower which we have today 

d which we will have in the future can be sustained only by a pro- 
fessional force of officers and airmen. We cannot train and maintain 

a professional force unless we are able to bring into the Air 
Force and to retain in the Air Force high caliber American men. Such 
ot the case today. We are not attracting the caliber of personnel 
it we require. As matters now stand, the higher type of citizen 
can have much more assurance of prov iding his family with adequate 
h jousing and other advantages if he goes into civilian industr y- That 
career normally provides him enough pay, opportunity of advance- 
nt, and family stability to enable ‘him to have satisfactor y housing. 
Over the span of years facing us, inadequate military housing will 
result in an overall lower class citizen gravitating into the Air Force. 
\s the years go by, the dependence on airpower for survival of the 
Nation increases. We must do everything that is required to assure 
ourselves of a professional force or else we are contributing to a 
paradox of soutaea ‘able gravity as the stakes may be the survival 
of our civilization. 

We not only are not attracting the type of people we require, but 
we cannot retain for a sufficient period of time even those whom we 
do attract initially. In Strategic Air Command alone, by the end 
a fiscal year 1956, we will have lost through failure to reenlist in 

e past 4 years a total of 114,848 airmen. These airmen have been 
or will have to be replaced by others whom we will have to train 
it considerable expense. The loss of these men and their replace- 
me nt by others constitutes a monetary cost to the United States of 

1,694 million. This does not include the cost to the Government 
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of the officers we have lost. In addition to this monetary cost, a 
very high degree of degradation has been and will be imposed upon 
our combat capability. Unless something is done which will per- 
suade high-caliber people to come into and remain with the Air 
Force, these costs will be continuously recurring. 

In our surveys throughout Strategic Air ¢ ‘ommand we have deter- 
mined that there are five factors which influence retainability of an 
individual in the Air Force. These are pay, commissary privileges, 
post-exchange privileges, medical care, and housing. Our surveys 
further have indicated that housing has a greater influence upon retain- 
ability than any of the other four. 

The Congress has already increased to some degree the pay scale. 
If we can now provide at an early date adequate housing at reasonable 
cost to the individual and can follow that with extended commissary 
privileges, expanded post exchanges, and appropriate medical care 
for the serviceman and his dependents, it is my opinion that we will 
have solved in a large measure the problem of retainability and will 
be on our way tow ard the development and maintenance of a pro- 
fessional force. 

Senator SpaRKMAN. Thank you very much, General. I believe I 
can say that I think this committee is unanimous in its agreement 
with what you say as to the importance of military housing. The 
problem that confronts us right now is finding the best means to 
make sure we have that housing. 

Senator Capehart ? 

Senator Carenart. I think the statement that the chairman just 
made is absolutely factual. I do not believe there is a single person 
on this committee who is not sold on the need. The only question 
is how best to proceed. As you know, I have introduced legislation, 
along with many other Senators, known as S. 1501, which we believe 
will get the job done. Do you have any comments on that, General ? 

General LeMay. Yes, sir. I have read the bill and I think it is 
the best that has been proposed to date. If there is any criticism at 
all to it I would say there could be possibly a bottleneck in the Federal 
Housing Administration establishing regulations under which it will 
be administered, and it will take a long time. 

Senator Carrnartr. In other words, you are a little fearful that the 
Federal Housing Administration, in conjunction with the military, 
may create a bottleneck which will slow it up? 

General LeMay. In getting the provisions initiated. 

Senator Carenart. I believe that, or at least I am beginning to 
lean in that direction. Many others on the committee are, I believe, 
inclined to letting the military be their own insuring agents and thereby 
taking the FHA completly out of it, except maybe for some coordi- 
nating capacity, so as to coordinate not only military but civilian 
housing, and to make sure that they are not going in two opposite 
directions. At least I am leaning toward the military being their 
ywn insuring agent and getting rid of the 1 redtape as much as we can 
possibly do so. 

General LeMay. The FHA has been a bottleneck in the Wherry 
program. 

Senator Carenarr. Would you say that housing is more badly 
needed in your division of the Air Force than in other divisions 
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of the Air Corps or the Army or Navy, or would you say is about 
ed ial in all? 

‘General LeMay. I think the Air Force is more in need of the hous- 

« than either of the other two services. In the Air Force the great- 
vat expansion has come in the Strategic Air Command, creating a 
ereater need for housing there than I think there is in some of ‘the 
others. The Air Defense Command is expanding, too, and they are 
probably very close behind us. 

Senator Carenart. Your bases are ordinarily in thinly populated 
areas, are they not? 

(Jeneral LeMay. A great number of them are. 

Senator Carpenart. That is prey much true of all Air Force bases. 
It is not necessarily true of the Navy or even the Army. The same 
problem, I think, exists in all. I think you have made an excellent 
present: ation of the need. I think we have all been aware of that, 
hut we have just possibly not taken the time to check into it. 

One of the problems, of course, is that if you go the direct-appro- 
priation route, it takes a lot of money for it on top of our now large 
debt. But under S. 1501 you would simply borrow the money through 
mortgages, and not through the sale of bonds. 

General LeMay. I do not see why it cannot be arranged that the 
man in the military service could not buy a house the same as any 
other civilian. He receives an allowance for housing and should be 
able to go out and borrow money and use that allowance to pay off the 
debt. 

Senator Capenart. He pays rent like anybody else. 

(General LeMay. Yes. 

Senator Carenart. And you think he can go the same route as 
civilians do, by the mortgage route, or use the same route they do? 

(yeneral LeMay. Yes. 

Senator CaprHart. General, you used the term “buy.” In effect 
there is another provision in the law where servicemen can buy in 
section 322, which extends now to the serviceman the same privilege 
heretofore extended to the GI. This housing proposed under 5, 1501 
would be for rental purposes only and would continue to be Govern- 
ment-owned. 

General LeMay. I understand that, but I am just wondering about 
the analogy. 

Senator Caprnart. What you meant w as that you see no reason why 
either for rental or for buying the man in the service should not go 
the same route as the civilian does, as far as mortgages are concer ned ? 

General LeMay. Yes. We are not having people take too much 
advantage of the present law of buying because they move too fre- 
que ntly, and then there is a little matter of the downpayment, which 
is very hard to meet, especially for the airman. 

Senator Sparkaan. I understand there is a 5-percent equity re- 
quired, plus the closing costs. That is right. 

Senator Carenart. This figure of $1,694 million on page 4 that you 
used, where you say : 

The loss of these men and their replacement by others constitutes a monetary 
cost to the United States of $1,694 million. 

That is over what period of time? 

(reneral LeMay. That is over 4 years. 
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Senator Carenart. A 4-year period of time. Then if we can re- 
tain an extra 25 percent of these airmen as a result of good housing, 
then this argument that is used that if you go the mortgage route 
versus the bond route the interest cost might be a little more, amounts 
to very little in comparison with the cost of training these men, does 
it not? 

General LeMay. I think the cost of housing is very small, compared 
to the cost we are paying for retraining an Air Force every 4 years. 

Senator Carenartr. I have a son-in-law in the Air Corps, married 
to my daughter. My observation is that these men are transferred 
from post to post and their families are very, very unhappy. The 
wives, children, mothers-in-law and mothers, and their families back 
home. My observation is they continually complain to the men in the 
service, and particularly the wives, saying, “Why do you put up with 
this sort of housing condition?” Is that universal, or is it just in my 
family ? 

General LeMay. Yes, sir. That is universal. 

Senator Capgnart. They go and visit them and come back home and 
throw up both hands and say, “My, my, my, how long is this going 
to go on, and how soon can ‘they get out?” I have visited a lot of 
those camps. Where I got the idea for this bill is primarily from the 
experience I have had in visiting my daughter and talking to airmen 
and seeing the conditions under which they live, and talking to their 
families. I would be there with other fathers and with mothers who 
would be there and we would get together. I remember particularly 
out in Mather Field in California we had that problem, and that is a 
pretty good project out there. 

General LeMay. It is a very desirable location; far above the 
average. 

Senator Capenart. But when we get down to Langley Field and see 
what they have to do there, or in Harlingen, Tex., and other spots, we 
find that it is not so good. T have heard families talk about condi- 
tions at other camps where they have been which I have never visited. 
It is the center of conversation, I have discovered. 

General LeMay. That is the universal situation. They have many 
places where there just is not adequate housing. There are some 
where there is none at all. 

Too many of our people are living under conditions where they just 
cannot stay in the service with it, and they are going to get out. 

Senator Caprrnarr. It is not only the conditions, but the time and 
the money that they have to spend to find even an unsatisfactory place 
to live in. They are transferred and then live in motels and use up 
all of their savings, and finally find some place to live which is not 
satisfactory, but at least it is a place to live. 

General LeMay. I have some pictures that you might be interested 
in, Senator. 

Senator Carpenart. Yes; I would. 

General LeMay. These are average quarters for our Air Forces. 

Senator Busu. What are they—oflicers or enlisted men ? 

General LeMay. Officers and others. 

Senator Busu. That is all there is. They can take that or leave it? 

Senator Carenart. In other words, they either have to live here or 
they cannot have their families there. 
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General LeMay. You would be surprised at some of the rents asked 
for those places, too. 

Senator SPARKMAN. These are civilian-owned ? 

General LeMay. These are civilian-owned. 

Senator Carenarr. It is not a particular criticism of the civilian 
ownership process. 

General LeMay. And the demand is high enough for them. 

Senator Capenartr. The demand is high. I have seen a lot of this 
sort of thing. 

Senator Busu. They are converted Army barracks? 

General LeMay. Yes, sir. We have quite a few of those. 

Senator Carenarr. But you have women and children living in 
here ¢ 

General LeMay. Yes, and they are firetraps. Not long ago we had 
one of them burn down with a large family in it, in South Dakota. 

Senator Carenart. It burned the f family ? 

General LeMay. Yes. 

Senator SPARKMAN. What do you think of mobile housing? I was 
prompted to ask that question because I see you have some pictures 
of it here. 

General LeMay. As an emergency measure only. We find that a 
small percentage of our people have bought themselves a trailer. 
They think it 1s a good investment because they move around fre- 
quently and are never sure where they are going to go. So they always 
have something that way. They are certainly not adequate. 

Senator SparkMAN. Do you have trailer parks around your bases? 

General LeMay. Yes, sir. 

Senator SpaRKMAN. Are they satisfactory ? 

General LeMay. Well, those which we operate on the bases, and 
we have some of them, are. Generally speaking, they are not. 
Around Omaha, for instance, and I think there is a picture there of 
one at Omaha, that is not satisfactory and we have not been able to 
do much about it. 

Senator Busu. I want to say it is pretty uninviting. 

Senator Sparkman. General LeMay, let me ask you just this ques- 
tion. One difficulty I have found with reference to civilian housing 
for the servicemen has been the uncertainty on the part of civilians, 
and to the towns and communities, going to the expense of extending 
facilities, and so forth, because of the fear that the base may be ¢ losed 
down. I do not have any airbase in mind, except I have in mind a 
camp in my own State, for instance, and I have heard this story of 
other States. Take Camp Rucker down in southeast Alabama, which 
is a rural area with several small towns around it. Several of them 
are fairly good-sized towns. I remember one, for instance, Ozark, 
which went to a great deal of expense. It sold bonds and extended 
the streets and sewers and water facilities, and all of the other utilities, 
and it went into a housing program and built quite a number of homes 
for the personnel. Then in about a year’s time the Army announced 
the closing of Camp Rucker. Before the FHA would certify those 
houses the Secretary of Defense was required to certify that this would 
bea permanent installation. 

What is going to happen to municipalities and individuals who tie 
their resources up in an undertaking like that, when the certification 
is not as certain as it sounds? 
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General LeMay. I can enter a comment on that. Of course, the 
size of the Military Establishment is always dependent on appropria- 
tions. No one can predict with any degree of certainty what the ap- 
propriations will be 20 years from now. However, from the stand- 
point of the Air Force, I do not think that the Air Force is going to 
be reduced in size, particularly for that period of time, because tech- 
nical advances to date have indicated that more and more reliability 
is going to be placed on air power for the defense of our country. 
So I do not think that the air bases are going to be closed from that 
standpoint. 

However, many of our stations are situated in poor locations tac- 
tically, and it may well be there will have to be some move as time goes 
on to get more combat people and better performance out of the units 
we have. So from that standpoint there may be some few of them 
moved, but that is all the more reason why the Government should 
insure this housing rather than depending on a local community, espe- 
cially a very small community, which is normal around our airbases. 
They should not be asked to bear that burden. 

Senator Sparkman. I may supplement my statement regarding 
Camp Rucker to say after it had been closed for a year or a year and 
a half, with all of the ensuing troubles, many of which were at their 
height right during my campaign, we man: iged to get it reopened for 
another activit So it is not a problem to date, but I am certain 
what hepeenall thes re may very well have happened in many other 


places. It seems to me we ought to arrive at some plan whereby the 
Defense Establishment could pretty well know what will actually be 


permanent and make their certification on that basis. 

General LeMay. We never have had a satisfactory solution that I 
know of in the Air Force where we depended on the community to 
produce the housing, where it just did come about, and I imagine that 
is the main reason. 

Senator Carenmarr. It has never been satisfactory ? 

General LeMay. No, sir. 

Senator Carrnartr. They have never produced what you needed at 
any point? 

General LeMay. Yes, sir. 

Senator SPARKMAN. Senator Lehman. 

Senator Leaman. I have no questions, but I would like to make the 
statement that I must admit this was a most impressive and, to me, a 
really convincing document. I am very glad the General made the 
statements that he did. 

Senator SparKMAN. Senator Bush. 

Senator Busu. Mr. Chairman, I would simply like to make a similar 
acknowledgment. I think the fact that the General can take time 
from his very heavy responsibilities to come before this committee 
emphasizes the importance which he attaches to this issue. I think 
we are all very grateful to him. I am certainly glad I could be here 
to see him and hear him and meet him this morning, and I am con- 
scious of what a great service he is rendering to the country at all 
times. 

General LeMay Thank you, Senator. This is my most important 
pr oblem, and I cannot spend too much time on it. 

Senator Busu. I think that is very interesting. 





. 
i 


eta RO, he a 


dadere Aa we RE I cle « 


onal 


Satie 


= ae elie Aisi: Aas 


Ldhic: 


' 





eres 





HOUSING ACT OF 1955 485 


Senator CarpeHart. I did not see your statement until I sat down 
here, General, but it is my opinion no man ever made any truer state- 
ments than you have. I say that, and I had not seen it until I sat down 
here and read it this morning. 

Senator SpaRKMAN. I certainly appreciate your statement. I think 
it is very fine. I may add a note of interest. I had the pleasure of 
flying with General LeMay when his rank was much lower than it is 
now, in a B-15, was it not ! 

General LeMay. Yes, sir. 

Senator SpARKMAN. At Fort Monroe, when all of the bombers of 
our whole country were assembled. I think they numbered 13. That 
was back in 1938, I guess, or about that time. 

Senator Payne. Iam very sorry, Mr. Chairman, that I was delayed 
with some conferences this morning, because I would like to have been 
here. General LeMay does not remember it, but I happen to have 
been one of the original members of the 20th Air Force when it was 
activated. I have followed the outstanding work that the General 
has carried out through the years. I am naturally interested in this 
problem of housing on military installations, because I am still a Re- 
serve officer in the Air Force and retain a very great interest in it. 
Therefore, I hope we are going to be able to come up with something, 
General, that will be of help to you and all of the military services 
in getting this housing under way. 

Senator Sparkman. Thank you very much, General. We appre- 
ciate your coming. 

General LeMay. Thank you, sir. 

Senator SpaRKMAN. The next witness will be Mr. Bert Seidman, 
representing the American Federation of Labor. 

Mr. Seidman, we are very glad to have you with us. You have a 
prepared statement, and you may proceed in your own way. 


STATEMENT OF BERT SEIDMAN, ACTING SECRETARY, HOUSING 
COMMITTEE, AMERICAN FEDERATION OF LABOR 


Mr. Srmpman. Mr. Chairman and members of the committee, my 
name is Bert Seidman. I am acting secretary of the housing commit- 
tee of the American Federation of Labor. 

I appreciate the opportunity to appear before your committee today 
to state the views of the American Federation of Labor on the pro- 
posed housing amendments of 1955, S. 1800, and the related bills your 
committee is considering. 

No sector of the American economy is more strategic to our overall 
economic health than residential construction. The key role of hous- 
ing in our national economy has never been more evident than it is 
today. During the recent recession, it was the relatively high rate of 
residential construction which helped to moderate the economic 
decline. Again, housing has been a key factor in the recent upward 
movement of economic activity. Precisely because housing does play 
such an important role in the economy, a major question facing the 
Nation today is whether our housing programs embody the funda- 
mental strength which will assure the sustained high level! of housing 
construction the Nation must have if we are to maintain a prosperous 
economy. 
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MOST URGENT HOUSING NEEDS STILL NOT BEING MET 


There has been much talk in recent months of the potential dangers 
of “overbuilding.” In actual fact, we are still underbuilding. The 
most optimistic estimates for total housing construction this year 

run to 1.3 to 1.4 million units. Even if this level of construction were 
achieved this year and maintained in subsequent years, it would be 
far short of what is required to meet minimum housing needs. 

Apparently, the concern about overbuilding has developed because 
in recent years the rate of housing construction has exceeded the 
annual rate of family formation. However, this by no means signifies 
that more homes are being built than are needed. In the first place, 
in only 1 year—1941—during the period 1930-49, did the rate of 
home-building equal the rate of family formation. It was only 
beginning in 1950 that housing starts caught up with family forma- 
tion. As a result, we have a tremendous backlog of unmet housing 
needs. 

In addition, many of the small homes and apartments built in the 
early postwar years have not been suitable for families with children. 
The American Federation of Labor warned during that period that 
the so-called “economy house” then being promoted as the solution for 
family housing needs would not provide satisfactory living quarters 
for growing families. Unfortunately, many young couples were 
forced to buy those crackerbox houses because they were the only ones 
available. Now, many families with 2, 3 and 4 children are being 
forced to seek larger homes. 

Housing is needed to replace the thousands of units which are being 
torn down in advance of large-scale highway, slum clearance and 
other projects which have displaced tens of thousands of families 
from their homes. ‘Additional thousands of houses are needed to 
replace homes destroyed by disaster and demolition. Finally, a tre- 
mendous number of houses is needed to replace the one-third of our 
housing units which are substandard. 

In the face of these requirements, a construction rate of even 1.4 mil- 
lion units a year is far from enough to meet the Nation’s minimum 
housing needs. As long ago as August 1953, the A. F. of L. pointed 
out that if we are to meet housing needs we must build at least 2 mil- 
lion units a year. This estimate has since been endorsed by many 
other experts. It was an estimate which was made taking full ac- 
count of the anticipated temporary decline in new family formation. 
The fact is that if housing construction should average as much as 
1.5 million units between now and 1970, we would still have 14 million 
substandard units occupied at that time, or only 1 million less than the 
number of unhabitable units now in use. 

Thus, contrary to claims which are being made, even the relatively 
high rate of construction we have had in the past few months is far 
from adequate. Yet there are some indications that we may be facing 
a reduced rate of housing construction and that total housing con- 
struction this year may not even equal the 1950 rate. The annual rate 
of housing construction, on a seasonally adjusted basis, has been 
falling quite steadily since December. In April, housing construction 
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rose less than would be expected for the month. During both March 

d April, the number of new dwelling units started was less than in 
the comparable months of 1950. Unless there should be a more than 
seasonal increase in the coming months, it is quite possible that total 
starts this year may be as low as 1.3 or even 1.2 million units. The 
New York Journal of Commerce of April 11, 1955, commenting on 
prospects for housing activity, stated : 

it is difficult to make a case—on the basis of the statistical evidence— 
for a tremendous housing construction boom throughout 1955. It may well be 
that, before the year is over, those who are not predicting new highs will be 
willing to settle for a total about the same as last year. 

Not only are we not building enough houses, but as I shall indicate 
in greater detail in a moment, most of the houses that are being built 
are entirely out of line with the income of the families with the most 
urgent needs. P ractically no houses are being built for the lowest 
income families and current prices for new housing are much too high 
for most middle-income families. Unless housing programs are de- 
veloped which will assure a large volume of housing construction 
for low- and middle-income families at costs they can aflord, there 
is no prospect for a sustained high level of housing construction. On 
the contrary, as scattered signs already indicate, the likelihood is that 
we will have a contraction rather than an expansion of housing ac- 
tivity. 


PROPOSED LEGISLATION WILL NOT MEET BASIC REQUIREMENTS 


The proposed Housing Amendments of 1955, as the very title of the 
bill make clear, compel? fails to lay the groundwork for a funda- 
mental attack on the Nation’s housing problem. As the Housing and 
Home Finance Administrator admitted in his t testimony before your 
committee last week, the proposed legislation provides no new pro- 
grams. The administration apparently believes that the legislation 
enacted last year was so perfect that only minor changes are needed 
now. 

The A. F. of L. takes sharp issue with the administration’s ap- 
praisal of its own housing program. ‘This program does not measure 
up to the Nation’s total housing needs; it does not encourage the build- 
ing of housing geared to family income; and its so-called urban re- 
newal scheme does no provide the basis for sound replanning and 
redevelopment of our cities. What is urgently needed now is not the 
few minor amendments the administration has proposed, but a bold 
comprehensive total housing program which will meet the Nation’s 
fundamental housing requirements. 


Publie h OUSING 


HOUSING FOR LOW-INCOME FAMILIES 


The Housing Act of 1954 limited publicly aided low-rent housing 
construction for this fiscal year to 35,000 units, but placed such crip- 
pling restrictions on even this pitifully inadequate authorization that 

virtually no units have actually been built. Now the administration 
proposes only minor changes in the provisions of the 1954 act. S. 1800 
would limit construction to 35,000 units a year for a 2-year period. 
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Although it is not quite as restrictive as the law now in effect, the 
maximum number of units authorized for construction In any com 
munity would still be restricted to the number of low-income families 
to be displaced by urban renewal or other governmental activities. 

This proposal does not begin to meet the needs of low-income fam 
ilies for decent housing. That need is as great today as ever before, 
but except for the insignificant trickle of public housing, no houses 
are being built that low-income families can afford. The so-called 
section 221 low-cost private housing program, provided for in the 
Housing Act of 1954, has thus far been a complete failure. There is 
no evidence whatsoever that this program will ever develop to any 
appreciable extent. Despite sporadic claims by private builders that 
they can provide housing at costs commensurate with rents in low-rent 
public housing projects, it is clear that there is no possibility that 
private speculative builders will make available any appreciable num- 
ber of houses within the means of low-income families. 

Thus even in the present housing boom, virtually nothing is being 
done to improve the living conditions of low-income families. Low- 
rent housing is needed not only for the low-income families who are 
displaced by slum clearance, urban renewal and other Government 
projects, but also for hundreds of thousands of other families living 
in slum dwellings which are not slated for clearance. 

We therefore urge speedy resumption of the full-scale low-rent pub- 
lic housing program contemplated in the Housing Act of 1949. We 
ask the Congress to authorize annual construction of at least 200,000 
low-rent public housing units to provide decent housing for low-in- 
come families. 

Mr. Chairman, I was very much interested in the statement your 
committee heard yesterday from Mayor Clark of Philadelphia on 
behalf of the American Municipal Association. I think the mayors 
probably know this problem better than anybody else in the country, 
and their feeling that the minimum need is for construction of 200,000 
low-rent housing units a year certainly ought to receive very careful 
consideration of the committee. 


HOUSING FOR MIDDLE-INCOME FAMILIES 


The proposed Housing Amendments of 1955 contain no provisions 
which would encourage construction of housing within the financial 
reach of middle-income families. Yet, there can be no doubt that 
new housing now being made available involves rents and selling 
prices far too high for middle-income families. 

Earnings of factory workers currently average about $75 per week. 
Assuming that such a worker pays as much as 20 percent of his income 
for housing, the maximum that he can afford to pay is $65 a month. 
Yet, according to the Bureau of Labor Statistics, during the first 
quarter of 1954, the average house built had a selling price of $12,300, 
which involved for its purchaser a monthly housing cost of about 
$125. 

No recent information is available on the selling prices of houses 
built under the FHA program, but information at hand indicates 
that sales prices of VA houses have been sharply increasing. By the 
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early part of this year, four-fifths of the new and proposed homes 
for which VA home loans had been closed involved sales prices of 
$10,000 or more as compared with only 63 percent at this level 2 
years ago. What this means is that 80 percent of all VA-guaranteed 
homes involved costs at least 35 percent more than the average factory 
worker could afford. Yet, there is every indication that prices will 
rise even higher in the months to come. 

The proposed Housing Act of 1950, which was introduced by the 

chairman of this subcommittee and was reported favorably in that 
year by this committee to the Congress, contained the basic principle 
for making good housing available to middle-income families at costs 
they could afford. The core of that principle was the provision of 
low-cost, long-term loans for housing for middle-income families. 

The present interest rates of 414, to 5 percent under the FHA and 
VA programs are entirely too high in the light of the virtually com- 
plete lack of risk to the lender. Private lenders should make loans 
under these programs at an interest rate rate of 3 percent or less. But 
if private lenders do not reduce interest rates for middle-income hous- 
ing loans, the Federal Government should make such loans available 
at lower rates. 

In order to make possible an effective program of middle-income 
housing, we recommend establishment of a mortgage bank for cooper- 
ative and middle-income housing similar to the agency proposed i 
the Housing Act of 1950. This quasi-public bank should make avail- 
able loans at the cost of money to the Government plus one-half a 
percent—a total of approximately 3 percent—for 40 years, such loans 
to be made available for cooperative, nonprofit rental, and sales hous- 
ing for middle-income families. Such loans should be made up to 
95 percent of the construction cost. 

We would stress the fact that a long amortization period for repay- 
ment of a housing loan is appropriate only if it is combined with a 
low interest rate. Interest rates today are so high that the home 
purchaser is saddled with total costs over the life of the mortgage 
double or triple the selling price. With a 3 percent interest rate, it 
would be possible to take advants ige of amortization periods up to 40 
years without unduly burdening the buyer, and yet permitting a con- 
siderable reduction of monthly housing costs. 

Senator SparKmaN. 1 wonder if I may offer a suggestion in the 
interest of saving time, because we do have a full schedule? I wonder 
if instead of reading you could not summarize the rest of your state- 
ment. I will say that I have read it and it is a very fine statement. 
If you could do that it would be helpful. 

Mr. Sempman. I will be glad to do that, Mr. Chairman. The next 
section refers to slum clearance and urban redevelopment. 


Slum clearance and urban redevelopment 


The so-called urban renewal program which was launched with 
considerable fanfare last year has hardly begun to function. In our 
testimony before this committee last year, we directed the attention 
of the committee to some basic misconceptions in the urban renewal 
program. We indicated at that time that the excessive emphasis on 
rehabilitation was misplaced and that the effect would be to encourage 
the overuse of existing housing. 
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Although the urban renewal program is still not off the ground, 
it is clear that its undue stress on so-called rehabilitation and con- 
servation of slum areas will not encourage a healthy growth of our 
urban communities. The A. F. of L. does not oppose “rehabilitation 
of existing dwellings where such rehabilitation will produce livable 
homes in decent neighborhoods. But there simply is not a large 
aekeral dwellings now occupied which can be modernized or patched 
up for long-continued occupancy. At most, there are perhaps 200,000 
units a year which can be properly and effectively rehabilitated. 
Therefore, it is clear that what is needed primarily is not patching 
up of run-down dwellings, but clearance of blighted slum areas and 
fundamental and lasting urban redevelopment. 

S. 1800 provides an additional $500 million authorization for urban 
renewal, slum clearance, and urban redevelopment. We recommend 
this increase in the authorization, but we urge that the program be 
redirected to its original objective of clearance of unlivable slums 
and genuine city rebuilding. At the very least, we urge that the 
Congress make it unmistakably clear that financial aid must not be 
denied to communities undertaking effective slum clearance and urban 
redevelopment programs. Furthermore, financial assistance for re- 
habilitation and conservation should be authorized only when, from 
the long-term viewpoint, such activities are feasible and economical 
and will produce livable homes in sound neighborhoods. 


OTHER RECOMMENDATIONS 
Cooperative housing 

We have already recommended a program of low-cost long-term 
loans for middle-income housing, including as a major part of the 
program, cooperative housing. We urge that the committee accept 
this recommendation and recommend its adoption by the Congress. 

Until this program is enacted, however, we recommend strengthen- 
ing of the existing FHA 213 cooperative housing program by enact- 
ment of S. 2006, troduced by the chairman of this subcommittee. 
The major provisions of this bill would: (a) Restore the previous pro- 
vision which allowed mortgages for cooperative housing on a “re- 
placement cost” rather than “value” basis. This change has neces- 
sitated such large downpayments that it has crippled the cooperative 
housing program. We urge return to the previous provision. 

Senator Carenart. Will you tell us what is the difference between 
the replacement cost and the value basis? That has come up a num- 
ber of times in the hearings and I do not know that I have ever heard 
a good explanation of why one is better than the other. Would you 
give it to us‘ 

Mr. Seman. I can try to give an explanation. I do not know how 
good it will be. 

As I understand it, the value takes into consideration a large num- 
ber of factors which are generally applied to multifamily housing— 
to rental housing—but which are often misplaced in their application 
with regard to cooperative housing. Such factors, for example, as the 
location of the housing, and the type of structure, as to whether it is 
modern, or conventional, and so on, are often taken into consideration 
on the basis of the way the formula would be applied to rental housing, 
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without recognition of the fact that a cooperative housing group has 
entirely different requirements. 

Senator Capeuart. I suppose you know out of some 288 or 388 co- 
operatives that have been started, only 25 of them are really true 
cooperatives. You understand that; do you not? 

Mr. SempMan. We would like to see more emphasis on the genuine 
consumer-sponsored cooperatives. I am somewhat familiar with the 
way this program developed. We have found in the past where—— 

Senator SparKMAN. I wonder if I might expand a little on the dif- 
ference between the replacement cost and the economic value? Re- 
placement cost means just what it says—what it will cost to rebuild 
that project in that ee area; whereas economic value takes 
into account many other elements rather than replacement cost. 

Senator Capenart. Which develops to be the higher? 

Senator SparKkMAN. It could vary, but where lots of these would be 
built ordinarily the replacement costs would be higher than the eco- 
nomic value. I will give you an example. I was in New York last 
Friday with Joe McMurray and Commissioner Moses. They took me 
around and showed me any number of projects they were building. 
They took me up to a place where the Rockefeller interests are putting 
up some multifamily structures. There they talked about the un- 
realism of our housing program that has applied to that particular 
project. This was being done, as I understand it, through private 
financing. One reason why it was being done by private financing 
is, of course, they had the ability to do it, but it was not. feasible 
under the FHA program, because across the street from this there were 
slum buildings. This was replacing slums and they tore down slum 
buildings to put this up, but over here across the street was a slum 
area. Economic value would say, “Here is a building for occupancy 
which is built right amidst slums surrounding it.” It would not take 
into consideration the fact that the program contemplates tearing 
down those slums and replacing them also. I think that would be 
a pretty good example. 

Economie value would be de spressed there because it was a slum 
area. Replacement costs would take into account that these slums 
are being replaced likewise, and what it would cost to rebuild this 
particular building. 

Senator Capenartr. Who gets the benefit on a value basis rather 
than the replacement cost basis ? 

Senator SparkMAN. It is ordinarily a more conservative appraisal. 

Mr, SempMan. It is a more conservative appraisal which is in my 
judgment more applicable to—— 

Senator Capenart. But under a cooperative the cooperators pay 
exactly what it costs anyway, unless you have a lot of promoters who 
are dealing in these titles and making a profit out of them. How 
cloes it ¢ hange the actual cost of the building? 

Senator Sparkman. The insurance base is changed. 

Mr. Serpman. It determines the actual mortgage amount which is 
insurable. The effect of this is not to— 

Senator Caprnarr. Under a co-op you have 1,000 cooperators or 


members, let us say, and they all pay one-thousandth of what. it 
costs, regardless. 
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Mr. Seipman. The problem is not so much what the total cost of the 
house is, but the amount of the downpayment. If the valuation made 
by the FHA is exceedingly low, then it means the cooperators are 
forced to make an unreasonable downpayment. Since they are mid- 
dle-income families they are not in a position to do so. The result 
is that since this particular provision has gone into effect, there have 
been very, very few, if any, FHA 213 projects which have gone ahead. 
This has hit particularly a number of genuine consumer-sponsored 
cooperative groups that I am familiar with. 

If I may go on? 

aoe other major provisions of this bill would— 

6) Establish a $50 million revolving fund in the Federal National 
Masten Association to make available financing for cooperative 
housing projects unable to procure financing in the open market. 

(c) Restore the post of Assistant Commissioner of FHA for Co- 
operative Housing. 

(7) Increase the maximum mortgage on cooperative housing proj- 
ects from $5 million to $30 million in order to permit construction of 
large projects. 

Hlousina for elde rly and single persons 


We understand that a number of bills have been introduced to en- 
courage construction of housing suitable for aging single individuals 
and couples. We have not given detailed consideration to these pro- 
posals, but we recognize that the problem of making available suitable 
housing for the aging is becoming ever more serious. ‘Two promising 
approaches to this problem are the provision of units for the aging in 
low-rent public housing, over and above the units we have recom- 
mended for the existing program, and assistance for cooperative hous- 
ing forthe aging. Weurge that the committee direct serious attention 
to this issue. 

Protection for homebuye rs 

Purchasers of homes under the FHA and VA programs should be 
given protection throigh a lapsed payments plan. This would estab- 
lish a revolving fund out of which monthly payments could be main- 
tained in the event a homebuyer is forced to miss monthly payments 
by unemployment, illness, death in the family, or other emergency. 
The mortgagor would be expected to make slightly higher monthly 
payments to make up for the lapsed time and reimburse the revolving 
fund. 


Protection of labor standards 


The Federal Government should not provide financial assistance for 
projects which involve substandard wages for any employee. We, 
therefore, ask that housing built under the FHA and VA programs 
as well as all other programs involving Federal financial assistance be 
made subject to the requirements for the payment to all employees of 
wage rates prevailing in the locality, as determined by the Secretary of 
Labor. 

CONCLUSION 


Adoption of the recommendations we have made would provide the 
impetus for a bold fundamental attack on the Nation’s housing prob- 
lem. We are convinced that enactment of these proposals _ would 
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assure a rate of housing construction sufficient to meet total housing 
requirements; it would bring good housing within the financial reach 
of all families; and it would provide the basis for far-reaching re- 
planning and redevelopment of our urban communities. Finally, it 
would assure that housing would play a full role in helping to achieve 
and maintain economic prosperity. 

We urge your committee to give these proposals your sympathetic 
consideration and to recommend their enactment to the Congress. 

Attached is an appendix with a resolution on housing which was 
unanimously adopted by the 73d convention of the American Federa- 
tion of Labor, held last September in Los Angeles. 

Senator SpaRKMAN. Thank you very much, 

Without objection, that will be made a part of the record. 

(The resolution referred to follows :) 


RESOLUTION ON HOUSING UNANIMOUSLY ADOPTED BY THE 73D CONVENTION OF THE 
AMERICAN FEDERATION OF LABOR HELD IN LOS ANGELES BEGINNING SEPTEMBER 
20, 1954 


Whereas the current housing construction rate of about 1 million units a 
year must be doubled to make available livable homes to the nearly one-third 
of American families forced to live in dwellings below even minimum standards 
for family living and to meet the additional needs of our rapidly expanding 
population ; and 

Whereas a doubled rate of housing construction is essential to help maintain 
economic prosperity and full employment; and 

Whereas the overwhelming proportion of the additions to our housing supply 
must come from new construction and cannot be made available by haphazard 
paintup and patchup schemes such as the so-called urban renewal program spon- 
sored by the administration ; and 

Whereas the requirements of low- and middle-income families who have the 
most desperate need for decent housing at rents and selling prices they can afford 
have been virtually ignored in Government programs of financial assistance to 
private speculative builders; and 

Whereas Congress, in the Housing Act of 1954, has tragically weakened the 
Nation’s housing program by— 

1. Limiting low-rent public-housing construction to a token 35,000 units for 1 
year despite overwhelming evidence that only low-rent public housing can make 
available decent homes to low-income families at rents within their means. 

2. Providing additional incentives to speculative builders to continue to con- 
centrate on construction of high-priced houses while doing nothing to assist con- 
struction of moderate-priced homes that workers and other middle-income fam- 
ilies can afford. 

3. Taking only incomplete and largely ineffective measures to inject urgently 
needed safeguards in the programs of Federal assistance to speculative builders 
and mortgage-lending institutions despite the shocking evidence of widespread 
frauds in the mortgage-insurance program administered by the Federal Housing 
Administration which have permitted unscrupulous builders and contractors with 
the connivance of FHA officials to despoil building trades workers, consumers, and 
the Government of hundreds of millions of dollars; therefore be it 

Resolved, That the delegates to the American Federation of Labor Convention 
assembled in the city of Los Angeles, Calif., go on record as urging the Congress 
to enact a housing program whic h will make possible a doubled rate of resi- 
dential construction and will assure especially that the urgent needs of low- 
and middle-income families for decent housing accommodations within their 
means are met. This program should include: 

1. Resumption of the low-rent public-housing program at an annual rate 
of at least 200,000 units a year. 

~. An expanded urban redevelopment program providing necessary 
financial assistance to cities for slum clearance, replanning and rebuilding 
of metropolitan areas. 

3. Increased Federal assistance for housing for middle-income families 
through reduced interest rates and lengthened amortization periods. These 
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homes should meet adequate standards of space, construction, and avail- 
ability of community facilities. Priority for assistance under this program 
should be assigned to genuine cooperative and nonprofit housing. 

4. Full protection of consumers in all housing programs involving Federal 
financial assistance in any form including: 

(a) A strengthened mandatory builder’s warranty against any 
structural defects that may develop within the first 2 years after 
completion of the house. 

(b) A “lapsed payments” plan permitting home purchasers to post- 
pone regular payments for a limited period when forced to do so by 


unemployment, illness, death in the family, or other unpreventable 
causes, 

(c) Establishment of an advisory committee to the Housing and 
Home Finance Agency representing labor, homeowners, tenants, and 
other consumer interests. 

5. Requirements for payment of the prevailing wage to all workers 
engaged in the construction under federally assisted housing programs: 
And be it further 


Resolved, That the American Federation of Labor take action to secure 
introduction and enactment of this program early in the next session of Congress 

Senator SPARKMAN, Senator Capehart. 

Senator Carenart. I do not believe I have any questions. 

Senator SPARKMAN. Senator Payne. 

Senator Payne. No questions. 

Senator SPARKMAN. Senator Lehman. 

Senator LeHmMan. No questions. 

Senator SparRKMAN. Thank you very much, Mr. Seidman. 

Before I call the next witness, I wonder if I may make a suggestion / 
We have 55 minutes until the Senate convenes. We might be able to 
go over a very few minutes. I would say that we have 60 minutes 
then. We have five groups to hear from. That would give about 12 
minutes to a group. I wonder if each one of you will submit your 
statement for the record and summarize it, so that you stay within vour 
budgeted time. If you do that, it will certainly be appreciated. 

Our next witness will be Ira Robbins, preside nt of the N: ational 
Housing Conference, and Dr. William L. C. Wheaton of the Univer- 
sity of Pennsylvania. 


STATEMENTS OF IRA S. ROBBINS, PRESIDENT, AND LEE F. JOHN- 
SON, EXECUTIVE DIRECTOR, NATIONAL HOUSING CONFERENCE; 
AND DR. WILLIAM L. C. WHEATON, UNIVERSITY OF PENNSYL- 
VANIA 


Senator LenmMan. May I say a word at this point? This gentleman, 
Mr. Robbins, served with me while I was Governor of the State of 
New York, and he was an excellent administrator. 

Senator SparkMAN. We are glad to have that commendation for 
you and are glad to have you with us. You may proceed. We have 
your sts itement and the full statement will be printed in the record 
at the end of your remarks. 

Mr. Rogers. Thank vou. Mr. Chairman and members of the com- 
mittee. I will briefly summarize the high points of our statement, and 

you may want my statement supplemented by Dr. Wheaton, who pre- 
pared the statement of the American housing needs which was pre- 
sented to the committee last year. Mr. Lee Johnson, our executive vice 
president, is also here in the hopes that he may correct some statements 
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which were made before this committee by other witnesses several days 
ago. It is very important to make sure that the public understands 
the facts in connection with those statements. 

[ would like to say on behalf of the National Housing Conference, 
which is a citizens’ nonprofit organization formed 24 years ago, that 
we take our approac h to the housing problem from the comprehensive 
point of view. That is, the need for providing adequate housing in 
good neighborhoods for all American families and families of al] 
incomes. We believe that the present approach by the Administra- 
tion’s program and the amendments in S. 1800 fall far short of meeting 
the American housing needs. 


Public housing 


We are in general agreement with the amendments in the proposed 

bill which would loosen up some of the restrictions on the construction 
of the small amount of public housing which was authorized last year. 
In general, however, our recommendations fall into the following 
categories: We believe that this country needs public housing at the 
rate of 500,000 units a year. We recommend, however, that Congress 
return to the authorizations provided in the Housing Act of 1949 
which would authorize 200,000 units a year for the next 3 years. 

We believe that the 20-percent gap provision in the law, which in 
effect says that there shall intentionally be an area of housing which 
will not be available to families because private enterprise cannot 
take care of them, and because they will not be eligible for public 
housing, should be eliminated. 

Housing for elderly and single persons 

We also believe that single and elderly persons should be eligible 
for federally aided public housing. We stress the fact that although 
it is obvious public housing is needed to help relocate thousands and 
thousands of families who are displaced by urban redevelopment pro- 
grams and public improvements of many kinds, and now will prob- 
ably be redisplaced if there is real code enforcement in this country, 
there is where public housing is needed. It is needed to provide decent, 
safe, sanitary housing for families who are unable to purchase or rent 
it in the open mar ket. 


Middle-income housing 


Our main stress now, and I suppose for some years to come, will be 
on the dilemma of the middle-income families. We believe very 
strongly that there should be a mortgage bank which would make 
loans at the current cost of money to the Government, plus a half a 
percent for administration. These loans could be made to coopera- 
tive and limited-profit rental developments, and could be made to 
individuals who wanted to purchase homes but were unable to do it at 
the current rates of interest and in the current amortization periods. 

We believe that that would go a long way toward eliminating this 
gap between the public housing and the eligible f Families in it, and those 
who are provided for by the ordinary operations of private enter- 
prise. It is a sad commentary these days that many families who are 
able to work themselves out of public housing must return to slum 
conditions and almost leave the large cities where they work in order 
to provide for or obtain adequate housing. 
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Tlome re pair and modernization 


We believe thoroughly in the title I program and would like to see 
the capital authorization increased by $1 billion. 

We believe also that the time has come when housing is given its 
proper place by Congress in its relationship to the W hite House and 
the administration. We believe there should be a Cabinet office of 
Secretary of Housing and Urban Affairs, and that the functions and 
powers and assets of the Housing and. Home Finance Agency should 
be transferred to this new Department of Housing and Urban Affairs. 

Housing is a short word, but its implications are many. It affects 
not only elderly people but the growth and redevelopment of our cities 
and neighborhoods and their tax base, and the health and welfare of a 
great many families. 

At the present time housing is not accorded the dignity and the 
prestige which I believe it should attain. We believe and approve of 
the proposed amendments increasing the authorization for FHA. We 
would like to stress the fact, however, under the present FHA pro- 
gram at least 50 percent of the families in the United States are not in 
a position to buy or rent their own homes. 

That is a summary of my statement. There are many more details, 
but in view of the length of the calendar and the shortness of the time 
available I have made it very, very brief. 

Senator SparKMAN. And it is a very fine summarization. 

Mr. Rosrtns. Thank you. 

Senator SparKMAN. Dr. Wheaton, would you like to say something ? 

Dr. Wueraton. I do not think I want to add anything unless there 
are some questions. 

Senator SparkMAN. Mr. Johnson, do you want to add something ? 


Public housing 


Mr. Jounson. Mr. Chairman, I do not want to add much. I was 
very much disturbed the other day by some testimony before the com- 
mittee attacking low-rent pote housing programs, and giving chap- 
ter and verse. Because they gave chapter and verse I think it is pos- 
sible to get the facts concerning the charges that were m: ude. 

I would like to ask that the record be held open for 2 or 3 days so 
that those facts can be assembled and brought in. I would like to 
make just a couple of statements because you will recall that the 
statement was made that there are more doctors in the public housing 
project in Portland, Oreg., than there are laborers. That is a pretty 
strong statement, and if there were more doctors there we wanted to 
know about it. 

[I did call Portland and found out that there were 38 doctors living 
in public housing in the Portland, Oreg., program ; 33 of those doctors 
are veterans and 4are nonveterans. One is about to leave the program 
because his income has gone above the limitations for public housing. 
However, 19 of those doctors are interns and 18 are residents in local 
hospitals. Their incomes range from $1,200 to $2,640. The median 
income of the entire doctor group is $1,650. All of them are married 
and most of them have children. They come completely within the 
law. They are very low-income people. They are youngsters who 
have just gradu: ated from the U niversity of Oregon “Medical School 
and are trying to raise their families and go on and get their intern- 
ships and residencies over with. 
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If that is not a public service that public housing was meant for 
under the provisions of the bill, then I do not know what is. 

One other statement I would like to meet very quickly. Checking 
with Public Housing Administration—because the statement was made 
that there are practically no persons in public housing who are re- 
ceiving public assistance—the records show for fiscal 1953, 70 percent 
of those living in public housing are not receiving public assistance ; 
19 percent are getting relief payments. This is nationwide. Eleven 
percent are living on old-age benefits, social security, unemployment 
insurance, or something of that sort. 

I think those statements are important to the record and they are 
merely indicative of the kind of a statement that was made, which I 
think should be answered. 

That is all, Mr. Chairman. 

Senator SPARKMAN. Thank you very much. 

You realize we are trying to get this to the printer as quickly as 
pore and want the hearings ‘printed in time for it to go on the 
Senate Calendar, I hope, by ‘the latter part of next week. If you 
will work with Mr. Yingling on that, that will be appreciated. 

Mr. Jounson. I certainly will. We would like to get a statement 
to you and make sure that it is from the responsible officials. 

Senator SPARKMAN. Any questions, Senator Lehman ¢ 

Senator Lenman. I know, of course, the testimony which you have 
referred to which was given a few days ago. I wonder whether you 
gentlemen would not agree with me when I make the statement that 
in the fight against juvenile delinquency and crime, two of the most 
important factors which we face in the country, two of the most im- 
portant weapons in that fight are decent housing and recreation 
facilities? 

Mr. Rosprns. Senator, of course there is no debate from the men at 
this table on that point. I would like to tell you there were two find- 
ings in my home city of New York City lately. One is that the areas 
of the worst delinquency in New York City were those that had no 
public housing projects. The second was that the delinquency in the 
areas with public housing was much less than in the other areas of the 
c ity. 

Secondly, the city of New York recently has undertaken a pioneer 
step. It realizes that the need for community facilities and activities 
is so great that it is financing these activities in public housing projects, 
where up to now the operations of the facilities in the public housing 
projects have been left to whatever private agencies were available to 
do the work. But now that the list of private avencies has been 
exhausted, the city itself is undertaking an expanded program of 
community activities in public housing. That is No. 1 on the famous 
report of Deputy Mayor Henry Epstein on the subject of juvenile 
cle ‘linquenc; y, to Mayor Wagner. 

Senator Lenman. Thank you. I wanted to get that into the record. 

Senator Sparkman. All right. Thank you very much, gentlemen. 

(Mr. Robbins’ prepared statement follows :) 

STATEMENT OF IRA S. Ropprns, PRESIDENT NATIONAL Housine CONFERENCE, INC., 
ACCOMPANIED BY Dr. WILLIAM L. C. WHEATON, SECOND VICE PRESIDENT 


Thank you, Mr. Chairman and members of the committee for this opportunity 
to express the point of view of the National Housing Conference on 8. 1800 and 
related measures. 
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My name is Ira 8. Robbins. I am president of the National Housing Confer- 
ence. For 11 years I served as a housing official of New York State in the 
administrations of both Governor Lehman and Governor Dewey. I am an 
attorney and presently am executive vice president of the Citizens Housing 
and Planning Council of New York City. 

The National Housing Conference, for which I am speaking today, is a non- 
profit citizens’ organization founded 24 years ago. It is supported by member- 
ships and contributions. As a matter of policy it does not accept memberships 
from official agencies of government such as local housing or redevelopment 
authorities receiving Federal assistance. We have appeared before committees 
of the Congress for more than 20 years on questions of major housing policy. 
With me today is Dr. William L. C. Wheaton, professor of city planning at the 
University of Pennsylvania, and a vice president of the National Housing Con- 
ference. Dr. Wheaton prepared for us the housing needs study that we pre- 
sented to this committee a year ago. 

On May 9, Mr. Chairman, you made it possible for us to have a roundtable 
discussion with this committee at which time Dr. Wheaton and I presented our 
veneral case for an overall approach to our national housing problem. I do 
not wish to trespass unduly on the committee’s time, and will endeavor today 
to present our positive recommendations as briefly as possible. Our interest 
runs to all phases of the housing program. It is our firm conviction that the 
present program does not even begin to meet the needs of low- and middle-income 
families 

The bills which are before your committee, S. 1800 and others, contain im- 
portant provisions with which we are in general agreement. It has been our 
privilege always to support a strong FHA mortgage insurance program. The 
recommended increase in mortgage insurance authorization appears reasonable, 
and we feel that the continuation and extension of the program is basic to the 
public interest. 


Home re pair and mode rnization 


All of us have, from time to time, objected to the abuses of the FHA home- 
repair and modernization program. Assurances have been many that such 
abuses have been corrected and safeguards established against their recurrence. 
Certainly such loans provide one of the most reasonable forms for short-term 
financing. With proper safeguards for the consumer, its continuation appears to 
have merit. 

We agree with the administration’s proposal that the slum clearance and 
urban renewal program should be expanded. We recommend, however, an in- 
crease of capital grant authorizations of $1 billion, or double that proposed in 
S. 1800. Great achievements have already been claimed for this program. We 
believe that in its early planning stages it is beginning to take hold. For example, 
as of May 16 21 communities have received approval of their workable programs 
by the Housing Administration. The fact is being established in these communi- 
ties that the urban renewal program cannot be-a self-contained operation but its 
success is totally dependent upon the provision of homes for families displaced 
through slum clearance, urban renewal, code enforcement or for some other 
public purpose. That fact is important to bear in mind. It has been pointed out, 
igain and again, by every public interest group since the redevelopment program 
was conceived. Those who administer the act are becoming convinced that they 
are dealing primarily with people, and the fact is becoming understood that 
displaced human beings must be provided for before physical properties can be 
torn dow We have always advocated this program. We want it to progress, 
and it will, if the Congress provides essential housing aids to help produce 
standard shelter for low and middle income families. 


Pub ly, he ; ng 





Provisions in 8S. 1800 concerning low-rent public housing we believe to be totally 
inadequate, although the recommended perfecting amendments represent a hesi- 
tant step in the right direction. The amendments may at least unshackle the 
39,000 units of low-rent public housing recommended for each of the 2 years so 
that they may actually be built to rehouse displaced families of low income. 
They are not sufficient to encourage, or make possible the kind of a slum clearance 
and urban renewal program that will accomplish substantive inroads on the 
rehabilitation of our decaying cities. The amendments would continue to dis- 
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criminate against the millions of families living under intolerable conditions, but 
whose present shelter will not be eliminated through slum clearance, highway 
construction, or for some other public purpose. In that regard, Mr. Chairman, 
may I point out that in my own community of New York city we are faced today 
with a displacement of 67,000 families within the next 3 years by reason of the 
proposed acquisition of property for public purposes, including public housing, 
demolition under title I, roads, hospitals, ete. That startling fact has no reference 
to the thousands of families that would be displaced if the city really enforced 
ts housing codes, and adopted a substantial program of rehabilitation. That is 
but one American city, one that is probably able to do more on its own account 
io help meet this vital problem than any other, but which is still unable to do a 
total, workmanlike job over a reasonable period of years unless there is increased 
i’ederal assistance. 

In those communities that are getting their workable programs under the 
1954 Housing Act formalized, the limited number of low-income families that 
will be rehoused in public low-rent housing are the fortunate few. Nothing 
of substance is on the horizon for at least half of the families to be displaced 
whose incomes are sufficiently high to disqualify them for low-rent public housing, 
but too low to be able to afford standard housing provided through normal chan- 
nels of private enterprise. Housing to be provided for families of middle income 
by sections 220 and 221 of the 1954 act is not materializing. Those programs are 
not getting off the ground. 

In the District of Columbia, within the limitations of the Rouse-Keith Work- 
able Program Report which you doubtless have seen, we are faced with the 
problem of some 20,000 families being dispossessed through the slum clearance, 
renewal and rehabilitation that is contemplated. Experience has shown that 
at least half of those families will have such low incomes that they cannot hope 
to secure decent housing supplied through normal housing channels, even if a 
workable middle income housing program is somehow devised. They will require 
public housing. 

Recommendations in the Rouse-Keith report are predicated on the fact that the 
National Capital Housing Authority has a tentative allocation of 1,500 low-rent 
public housing units, and by adding units vacated through normal turnover in 
existing public housing projects it will be possible for the urban renewal program 
to get started. Unless, however, there is a widely expanded public housing 
program, it will not go far, even though one of the authors of that report, Mr. 
Rouse, speaking for the mortgage bankers urged no expansion of public housing 
before your committee last week. The facts are that his own handiwork, the 
District's workable program will wind up being nothing more than an interesting 
document for researchers, unless a substantial public housing program is 
approved. 


N/m. clearance and urban renewal 


Mr. Chairman, may I attempt to outline for you the kind of a program that we 
believe is essential if the problem of housing, slum clearance and urban renewal 
is to be conquered within the next several decades. If I am repetitious, it is 
because we believe that housing facts must be repeated again and again, until 
our national housing policies are tailored to meet them. The program we sug- 
gest is geared to tackle the housing needs of the American people. Our best 
information, and it is drawn largely from facts compiled by the United States 
census, indicates that there are at least 15 million substandard homes in this 
country. More than 10 million are located in urban communities. Probably 5 
million are subject to rehabilitation and 10 million must go. It appears that this 
year we will build 1,400,000 new units, which is approximately enough to keep 
abreast of new household formations, and to meet the needs of additional 
smaller families presently lacking their own homes, and to establish a sound 
vacancy ratio of approximately 4 percent. There is no provision whatever for 
the replacement of presently substandard dwellings or the annual losses that 
oceur each year or for the constant deterioration of additional dwellings. If 
we continue at our present rate of construction we will reach the year 1970 
still occuping some 14 million substandard dwelling units. Every responsible 
estimate as to the number of homes that should be constructed each year if 
housing needs are to be brought under control in the next 20 years, starts with 
a minimum of 2 million homes a year. 

We suggest that no domestic problem is more acute than that of our disgraceful 
housing plant. We suggest that its solution is vital to our economic and social 
strength. We believe that the challenge of a well-housed America can be met 
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forthrightly and honestly. <A great step in that direction was taken with the 
passage of the Housing Act of 1949, a measure that was never permitted to 
operate. Our first suggestion would be that we return to the principles so 
eloquently and simply expressed in the statement of policy of that act, and then 
reforge the tools and make them work. 


A POSITIVE PROGRAM 


1. Department of Housing and Urban Affairs 


We most respectfully recommend that there be established a Department of 
Housing and Urban Affairs headed by a Secretary, appointed by the President 
with the advice and consent of the Senate, and that the functions, personnel, 
records and assets of the Housing and Home Finance Agency be transferred to 
the Department of Housing and Urban Affairs. 

The Housing and Home Finance Agency contains the remaining functions 
of the National Housing Agency, the Federal Works Agency and the Federal 
Loan Agency. The scope of its operations exceed that of many departments of 
the Federal Government, and they are not less permanent than those of some 
departments. Its functions exercise a decisive influence upon urban develop 
ment, slum clearance, housing, metropolitan planning and advance planning of 
local public works. It is deeply involved in relationships with local city and 
county governments at many points. Unlike many who would destroy the Hous 
ing and Home Finance Agency for what they believe will be to their own per 
sonal or business advantage, we recommend that the Agency be strengthened in 
the public interest. 

Public housing 

2. Low and middle income housing aids 

i. Low-rent public housing.—Estimates of housing needs indicate that we 
should build 500,000 homes a year for low income families to make reasonable 
progress toward the elimination of substandard housing. While we recognize that 
it is presently impossible to launch a housing program for these families that will 
be commensurate with the need it is imperative that there be an immediate ex 
pansion of the existing program. Asa minimum we suggest: 

(1) That limitations of recent years be repealed and that the Housing Act of 
1949 be made operative. There remain nearly 600,000 units authorized, but not 
allocated under that act. By returning to its provisions, the President would 
be granted authority to have started up to 200,000 units of public housing a 
year until the original 810,000 units authorization is exhausted. 

(2) The Federal requirement of a 20 pnercent gap between rents charged in 
public housing and of housing provided in adequate supply by private industry, 
should be repealed. This provision unjustly contains a no-man’s land for a 
large segment of our people. Public housing should be permitted to extend up 
to but not beyond the point where private enterprise is providing standard 
homes. If a gap is to exist it should be an issue for local determination. 

(3) At the discretion of local housing authorities, over-income families should 
be allowed to remain in low-rent public housing when there is no proper housing 
available elsewhere in the locality within their means, and provided they pay 
a minimum of 20 percent of their income for rent. 

(4) Local housing authorities should have the right to determine project size, 
dwelling types, project densities and design, within basic space and construction 
standards established in the first instance by the Public Housing Administration. 

(5) Single aged persons (60 or 65) should be admitted to public housing, and 
eligibility restrictions such as veterans preference and substandard housing 
requirements should be waived in their case as well as that of aged couples. 
They should, of course, qualify by meeting low-income requirements. It is sug- 
gested that up to 10 percent of the units allocated to local housing authorities be 
earmarked and designed for this group. Individual allocations would be based 
on a finding of local need. 

(6) Local housing authorities should be authorized to contract for the pur- 
chase of homes built as part of private housing developments where such homes 
are inspected by a Federal agency during construction; are built by labor em- 
ployed at prevailing wages, and meet at least PHA minimum standards. Where 
an authority proposes to purchase such homes it must publicly certify that they 
will provide housing as sound in location, construction and community facilities 
and at no greater cost than could be built by the authority itself, and that the 
authority has examined all comparable proposals by private builders in the area 
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and found that the homes proposed to be purchased are the best available at the 
price, taking into consideration design, construction, location and community 
facilities, and that such certification shall be publicly advertised in the com- 
munity involved. When an authority has met these requirements, the Com- 
missioner is authorized to waive requirements for public bidding and approval 
of major construction contracts. 

(7) Restrictions imposed on public housing confining its use to relocation 
housing as adopted in the Housing Act of 1954 and as perpetuated in the proposed 
amendments for 1955, should be repealed. 

(8) Local communities are discovering that the so-called self-liquidation 
amendments for public housing adopted in the Housing Act of 1954, are in some 
instances in conflict with State statutes. You will recall that the 1954 act pro- 
vided that after public housing projects have been amortized at the end of 40 
or 60 years, project revenues should continue to be paid to the Federal and local 
governments in proportion to their contributions, until all public contributions 
are repaid. By including such requirements in loan and annual contributions 
contracts, some local authorities are being advised by local counsel not to sign 
because they would be in violation of State law. This whole question should be 
reviewed and we recommend that the proviso be repealed. 

B. Middle income housing.—Mr. Chairman, it is our firm belief that there does 
not exist today an effective program to assist families of middle income to secure 
standard shelter. By middle income we are talking of families with incomes too 
high for admission to low-rent public housing and too low to purchase or rent even 
the most modest privately produced homes. For the purpose of this discussion, 
the term “middle income” refers in bigh-construction-cost areas to large families 
(3 or more children) with incomes from $3,000 to $4,600 and smaller families with 
incomes from $2,700 to $4,100. In average-cost areas, “middle income” refers to 
larger families having incomes of from $2,750 to $4,400 and smaller families $2,400 
to $3,900. In low-cost areas, larger families of the “middle income” group have 
incomes of $2,300 to $3,600 and the smaller families have incomes of $2.100 to 
$3,200. They are regularly employed average American families who need only 
credit assistance from their Government to buy or rent new homes. 

The policy committee of the National Housing Conference and the board of 
directors have approved a suggested program in this area, the outline of which 
1 ask to have incorporated with my remarks (attachment I). 

Briefly, may I say that we would return to the principle of the proposed Housing 
Act of 1950 introduced by Senator Sparkman and reported favorably by this 
colmmittee, although we would broaden its concept. 

We urge that a mortgage bank for cooperative and middle income housing be 
established within the framework of the proposed Department of Housing and 
Urban Affairs. The bank would be authorized to make loans to housing coopera- 
tives for 40 years, with the interest rate at the cost of money to the Government 
plus one-half percent. They include loans up to 95 percent of the cost of con- 
struction with requirements that cooperatives purchase shares in the cooperative 
bank as added security for the loan. The bank should be authorized to make 
loans to private nonprofit legal entities on similar terms where such corporations 
agree to provide housing for families of moderate income and give preference to 
families displaced by public action, to families living in substandard housing and 
to families living in overcrowded housing. There would be preference to veter- 
ans in each category. 

We recommend also that the bank should be authorized to make similar loans 
on 40-year terms at an interest rate of the cost of money to the Government plus 
one-half percent to individual purchasers of homes, subject to very specific con- 
ditions which are outlined in the attached statement. 

We are convinced that only through strong, direct Federal credit assistance 
of this kind can inroads be made on meeting the needs of our forgotten middle 
income families. It is well to recall, Mr. Chairman, that approximately 60 
percent of America’s families cannot afford to buy or rent the homes that are 
currently being produced. Let me present just a few facts concerning the price 
structure of today’s homes. 

The most authoritative recent source on this point is a study made by the 
United States Bureau of Labor Statistics on the characteristics of new housing 
in the first quarter of 1954. This showed that only 6 percent of units in metro- 
politan areas sold for $7,000 or less and only 19 percent sold for $10,000 or Jess. 
Three-quarters of the homes selling for $7,000 or under had 2 bedrooms or less, 
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and averaged only 718 square feet. Ninety-nine and eight-tenths percent of the 
under-$7,000 dwellings in the Northeast had 2 bedrooms or less; in the north- 
central area, 53 percent of these units had 2 bedrooms or less. Sixty-two percent 
of all nonfarm homes in the United States, selling for under $10,000 had 2 or 
less bedrooms. The average sales price of all dwellings was $12,300, with a high 
of $13,000 in the Northeast and $10,800 in the South. The average floor area for 
all new nonfarm 1-family houses was 1,140 square feet, indicating that the 1954 
house is 5 percent larger on the average than houses built in 1951. Nevertheless 
the median square footage of all homes being built costing under $10,000 was 
only 827 square feet. It is obvious that the limited amount of low-cost housing 
being constructed is “low cost” because it is too small for family use. 


3. Metropolitan planning and market analysis 


The functions of the Federal Government in housing have now become so 
extensive and interrelated that they can no longer be performed safely without 
careful analysis and planning on a coordinated basis. Public and private hous- 
ing, FHA insurance, private insured and uninsured mortgage lending, VA loan 
guaranties, deposit insurance, slum clearance, urban renewal, rehabilitation, and 
enforcement and local public works are all related in local communities. The 
head of the housing agency must be responsible for the coordination of Federal 
activities, and local governments must have some single point of contact to supply 
coordination and information concerning these programs. Although Federal 
programs operate on a metropolitan basis, there is no single local metropolitan 
planning agency or government which can coordinate these programs locally. 

We recommend, therefore, that the Secretary of Housing and Urban Affairs 
establish an office of coordination in each metropolitan district. The director 
of that office should be responsible for the analysis of housing markets, housing 
needs, mortgage security, and mortgage markets and trends in urban growth 
and deterioration in each metropolitan area. 

The director should recommend to the Secretary such policies or allocations 
of funds as are shown by the market reports to be necessary for the orderly and 
sound development of the community. He should encourage the establishment, 
pursuant to State law and local ordinance, of local agencies for metropolitan 
planning. For this purpose the director should be authorized to make matching 
grants for metropolitan planning from funds available to the Secretary for such 
purpose. He should be required to reduce the maximum mortgage insurance 
ratios, the maximum grants available for public-works planning or for urban 
renewal, and the maximum loans available for public housing by 1 percent in each 
year for each local government which has not become a part of some official 
metropolitan planning or development agency authorized to carry on metropolitan 
planning functions. Upon the establishment of such agencies, any such loan 
or grant ratios could then be readjusted to the normal legal ratios or amounts. 

The director should appoint an advisory committee, a majority of whom should 
be chosen from among local elected officials and in proportion to the population 
of their election districts or jurisdictions, but consisting of not more than 15 
persons. The mayor of the central city of the metropolitan area or the chairman 
of the county township or parish commissioners of the largest county township 
or parish in the metropolitan area, should be appointed chairman of the commit- 
tee. The governor of the State or States within which the metropolitan area lies 
should appoint one representative each on such committee. The director should 
be required to present to the committee for its review and comment any proposed 
policy affecting the distribution of Federal aids for housing or local public works. 

On the establishment of any official metropolitan planning agency, the director 
should be required to present any proposed policy to the governing board of such 
agency for its review and comment prior to the adoption of such policy. 


4. Aids to local public works 


The provision of an eventual $48 million revolving fund of planned public 
works as provided in 8. 1800 seems to us a step in the right direction. The need 
for advanced planning of public works necessary to support housing and com- 
munity development, has long been recognized nationally and locally. The 
present program of advance planning is obviously much too small. Experience 
has shown that public-works projects cannot be put into action in a short period 
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of time. The average time between enactment and employment on the site has 
been approximately 3 years. This period could be considerably reduced, and 
substantial savings to local governments could be achieved by the 
recommendations. 

A. The authorization and appropriation of loans to local agencies for advance 
planning should be increased by $20 million in the first vear and by such an addi 
tional amount as is necessary in each succeeding year until the total planned 
program consists of $20 billion in local public-works projects or programs at the 
end of a 5-year period. 

B. The Secretary of Housing should be authorized to guarantee the bonds 
local public agencies used for the acquisition of sites for local community facili 
ties well in advance of actual need. For this purpose, it is recommended that 
the Secretary may guarantee up to $1 billion in local bonds 

C. The existing program of loans to communities for local public w 
as sewer and waterworks should be increased to $1 billion. 

D. We recommend that there be authcrized and appropriated $1 million pe 
year for a 10-year period for scholarships for graduate training of professiona! 
city planning and housing technicians, 


follow ing 


= 


5. Slum clearance, urban development, and renewal 


The program of urban redevelopment authorized by the Housing Act of 1949 
has, in our opinion, become a fully accepted although still experimental, part of 
the programs of Federal and local governments. 8S. 1800 would increase present 
authorizations. While we recognize that the Federal program has been modified 
to include rehabilitation and conservation activities which have been developed 
by several cities, we feel that further and more fundamental modifications in the 
Federal-aid systems are required to meet needs which are fully recognized in 
many communities, but which have not commanded national attention yet. 
These include placing redevelopment on a continuing program rather than a 
project basis; changes in the grant-in-aid formula; authority to acquire areas 
gradually over long periods of time; expansion of the program 
meet the still unsolved problems of relocation. 

In the interest of time, may I submit at this point our more detailed recom 
mendations to be included in the record (attachment 2). 


; and changes to 


6. Special housing problems 


There are a number of special housing problems that should be included in 
any comprehensive housing legislation. 

In discussing public housing for the aging, I have made specific recommenda 
tions which we believe essential. We feel also that the field of consumer coop 
erative housing offers a genuine opportunity to make substantial advances in 
adding to the supply of homes for our senior citizens. We urge that the tools 
we have recommended be made available to these people. 


Housing for é lderly and single persons 


While we recognize that in the provision of homes for the aging, certain ele- 
ments of design should be stressed, we urge these citizens not be segregated 
as a special problem to be housed in projects of their own but rather that they 
he absorbed as part of the total community. That will permit them to live 
in normal neighborhoods where many kinds of employment opportunities will 
be open to them. It will permit them to continue to occupy an important place 
in community life. 


Housing for minority groups 


We are a long way from finding an adequate solution to the housing problems 
that face members of minority groups. The public-housing program has been 
geared to the needs of all eligible families. 

On the other hand, it is true that in the field of private housing receiving 
benefits through Federal guaranties and other aids, minority families have been 
almost totally neglected. They are unable to secure either land or adequate 
financing on any kind of an equal basis. Very little regard bas been given 
even to their minimum housing needs. A substantial percentage of families 
presently living in areas marked for demolition through slum clearance and urban 
renewal, fall within middle and upper income brackets. They live in slums 


because no other shelter is available to them because of their race or color. 
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If the needs of those families are not met, and if the private-housing aids made 
possible by our Government are not made to apply to these families, the re- 
development program will fail and an unforgivable injustice perpetrated. They 
ask for no special privilege, they ask only to be permitted to bargain for homes 
in a free market. That is an appeal to which our Government can no longer 
turn its back. 


Fai dh housing 


It is recognized, Mr. Chairman, that the challenge of bringing the Nation's 
farm housing up to standard involves many problems peculiar to our farm and 
rural economy. You are far better informed on this subject than I. To ac- 
complish a farm housing program commensurate with that recommended for 
urban housing would require that at least 40,000 substandard farm homes be 
replaced each year. In our opinion the most effective program devised to date 
was included in title V of the Housing Act of 1949. It is our belief that this 
program should be reactivated along the lines of the farm-housing bill which 
has been introduced by Senator Sparkman and Representatives Robert E. Jones, 
Jr., and Albert Rains. Our only suggestion would be that the size of the pro- 
gram be spelled out in definitive terms, instead of leaving the determination 
almost entirely to the whims of the Committee on Appropriations. 

We recommend also that the Federal Housing Administration be authorized to 
insure the buyer of homes against loss or replacement on new products or novel 
methods of construction. This insurance should be available at no cost to any 
10 percent of FHA’s insurance volume and to any product or method approved by 
any recognized testing laboratory as practicable, and sponsored by any experi- 
enced builder. 

Always, we conclude by urging an increased and effective housing research 
program. We suggest that the Housing Administrator should be authorized to 
draw upon any reserves or authorizations of the FHA, the Federal Loan Bank 
Board, the Public Housing Administration, or the Federal National Mortgage 
Association, in proportion to their total participation in Federal housing activity, 
to finance any needed housing research, and in an amount not to exceed $2 million 
per year. An additional $2 million per year should be authorized to be appro- 
priated to the Administrator for research. 

In addition, we have some specific recommendations concerning liberalization 
of conventional mortgage credit aids through FHA, the home-loan bank system 
and FNMA. The actions suggested would, in our opinion, assist additional fam- 
ilies in the upper middle income group who are presently unable to take full 
advantage of existing programs. These recommendations I submit for the 
record (attachment ITI). 

I thank you again for this opportunity to appear today. 


Cooperative housing 


ATTACHMENT I. RECOMMENDATIONS OF THE NATIONAL HOUSING CONFERENCE ON 
HOUSING FOR FAMILIES OF MIDDLE INCOME 


1. There shall be established a mortgage bank for cooperative and middle- 
income housing. 

This bank shall be authorized to make loans to housing cooperatives for 40 
years, with the interest rate at the cost of money to the Government plus one- 
half of 1 percent. The terms on such loans should be comparable to those 
described in S. 2246, the housing bill of 1950. They include loans of up to 95 
percent of the cost of construction with requirements that cooperatives purchase 
shares in the cooperative bank as added security for the loan. 

2. The bank shall be authorized to make loans to private nonprofit legal entities 
on similar terms where such corporations agree to provide housing for families 
of moderate income and to give preference in the following order, with preference 
to veterans in each category: (1) to families displaced by public action, (2) to 
families living in substandard housing and (3) to families living in overcrowded 
housing 

3. The bank shall also be authorized to make similar loans (40-year terms; 
interest rate at the cost of money to the Government plus one-half of 1 percent) 
io individual purchasers of homes, subject to the following conditions: 

(a) That such loans shall be available only on homes in developments 
which are being built with conventional FHA mortgage insurance and such 
loans shall not be available to more than 50 percent of the homes in any 
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development being built by any builder under any single FHA mortgage 
insurance commitment. 

(b) The favorable interest rates are to be made available with preference 
to families in the following order: (1) To families displaced by public 
clearance or enforcement action, (2) to families living in substandard homes, 
and (3) to families living in overcrowded homes. Veterans shall have 
preference in each category. 

(c) The normal stable income of the purchasing family to be ascertained 
by the lending institution making the conventional loans on the project by 
means of the customary credit report. 

(d) Eligible families are to be those with incomes that preclude them from 
purchasing or renting conventionally financed new housing with total monthly 
housing expenditures of 20 percent of their stable normal family income 
as defined by FHA. 

(e) Down payments of 5 percent shall be required of all families except 
those certified by a local public agency as being displaced. In such cases the 
home is to be sold under a lease-option plan with title transferred upon 
accumulation of a 5 percent downpayment from rent payments. 

(f) Builders would be required to make a 5 percent price concession on 
units sold under these liberal credit terms which involve practically no 
selling costs. 

(9g) Credit at an interest rate of cost of money to the Government plus 
one-half of 1 percent, would run with the family, not with the house. The 
mortgage lender shall be authorized to convert the mortgage to a conventional 
FHA insured mortgage in the event of resale by the borrower. In the event 
of default, the mortgage lender shall be authorized to repossess and resell 
the home upon the original terms to another eligible family. 

(#) The bank shall issue mortgage loun commitments, at an interest rate 
of cost of money to the Government plus one-half percent, only on such 
homes us it determines to be the best quality home available at the lowest 
price for each type of housing and in each submarket area currently pro- 
posed to be built in the locality involved. 

(i) Mortgagees making loans under this program shall agree to service 
the loan at a one-half of 1 percent servicing fee. 

4. The Administrator of the Housing and Home Finance Agency shall estimate 
the need for middle income housing in each housing market area of the country 
and shall allocate to each area its appropriate share of the loans authorized 
under this act. In making such allocations, the Administrator shall be required 
to reserve funds for loans to projects serving displaced families, families requir- 
ing rental accommodations and minority group families, in accordance with 
the respective needs of such groups. All loans made and commitments issued 
under this program shall be made pursuant to such allocations and subsequent 
reallocations of loan authority. 

5. The bank may enter into contracts with any FHA approved mortgagee 
to service loans and may enter into commitments to purchase or repurchase 
loans during the life of a loan or to participate in a loan made by such institu 
tion. 

6. For the purposes of cooperative, rental and sales housing under this middle 
income section, $3 billions a year in mortgage loans should be authorized. 


Slum clearance and urban redevelopment 


ATTACHMENT II. RECOMMENDATIONS OF THE NATIONAL HOUSING CONFERENCE 
oN SLUM CLEARANCE, URBAN DEVELOPMENT AND RENEWAI 


1. The Division of Slum Clearance and Urban Redevelopment of HHFA 
should be authorized to provide up to 90 percent of local expenditures for plan- 
ning rehabilitation and conservation activities and for,redevelopment planning 
en an annular basis. Annual expenditures from Federal and local sources would 
be allocated on a pro rata basis to any projects subsequently financed in accord- 
ance with the existing two-thirds to one-third matching basis. 

(The Federal aid formula does not recognize that urban renewal is a con- 
tinuing process. Even rehabilitation and conservation efforts, which must go 
on for an indefinite period of years are now financed upon a project basis, wpon 
the presumption that when the “project” is completed, no further action will 
be needed. Federal advances for planning, for enforcement and rehabilitation 
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and for conservation should be budgeted and advanced on an annual basis for 
a continuing program of activities at the local level.) 

2. The financial formula for urban redevelopment projects under title I of the 
Housing Act of 1949 must be modified to require that local expenditures author- 
ized as a part of the project plan shall not be required to exceed one-third of total 
expenditures required to complete the redevelopment plan. This change is also 
essential if local governments are to finance their share of a program whose size 
is more than an experiment. 

(The present financial formula requires local agencies to provide one-third of 
net project cost and the Federal Government to provide two-thirds of net cost. 
In actual practice, however, local agencies are often required to provide loca! 
public improvements or public works which are not credited as part of project 
cost. As a consequence, actual local expenditures often exceed total Federal 
expenditures many times. In one current project, for instance, local expendi- 
tures of $5 million will be required to obtain Federal aid of $244 million. ) 

3. Acquisition of areas to be cleared, should be permitted over a period of years. 

(Areas now have to be acquired, cleared, and rebuilt with all practicable dis- 
patch. This inevitably means a disruptive and inhumane treatment of residents, 
small businessmen, property owners, and social and religious institutions. It 
inevitably means higher costs, greater resistance and political tensions. A more 
orderly, humane and economical policy would permit localities to acquire sites 
over a period of years, acquiring properties as they come on the market, demolish- 
ing structures as they are vacated, moving families and small-business men as 
vacancies permit. Rebuilding also might take place to a greater extent over a 
period of time.) 

4. The capital grant authorization under title I of the Housing Act of 1949 
should be increased by $1 billion. 

(The present Federal program is not clearing slums as rapidly as slums are 
being created. If slums are to be reduced the program must be more than doubled, 
and planning must be undertaken now for projects which will go into acquisition 
5 years hence as integral parts of a citywide program. ) 

5. Existing law and administrative regulations require comprehensive plans 
for relocation of population as a condition for Federal financial aid. Such plans 
show the numbers of people to be relocated as a result of plans for the elimination 
of slums and other governmental activity and also show the areas to be developed 
to accommodate families relocated from overcrowded areas. This requirement 
needs strengthening and positive Federal assistance. Relocation must be viewed 
as an integral part of urban renewal, and additional Federal assistance should 
be provided to aid cities in meeting the problem. The law should be amended 
(a) to require the presentation of a comprehensive plan for population density 
and for the relocation of population as a condition for Federal financial aid. 
Such a plan should show the estimated future population of the metropolitan 
area, allowed densities for different sections of the city, the numbers of people 
to be relocated as a result of plans for the elimination of slums, and the areas 
to be developed to accommodate families relocated from overcrowded areas. 
(>) Vacant land assembly projects should be encouraged rather than discour- 
aged. Such projects should be eligible for capital grants and should be averaged 
with all other projects for financial purposes. Where the families involved in 
displacement and where the proper solution to the relocation problem requires 
the development of vacant land, vacant land projects or other areas open to 
occupancy by such familities should be shown to exist before clearance is per- 
initted. (c) Existing relocation requirements of Federal law should be amended 
to require that adequate relocation housing will be available as families are 
displaced, rather than merely plans, after January 1, 1956, as a condition of 
clearance, 

(Relocation is still the most imposing obstacle to comprehensive redevelop- 
ment and rehabilitation. Almost all redevelopment and rehabilitation requires 
substantial reduction of the excessive population densities which are character- 
istic of slum and blightéd areas. The “renewed” areas usually contain less 
people than the formerly blighted areas did. The excess people cannot return, 
they must go somewhere. They must go into other blighted areas or into newly 
developed areas on open land. The former merely spreads the slums. New 
housing on vacant land at prices within the means of the surplus displaced 
families should be required to be in existence before clearance is permitted. 
Only new housing on vacant land can permit orderly and permanent reductions 
in the population of overcongested areas, ) 
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ATTACHMENT III. RECOMMENDATIONS OF THE NATIONAL HOUSING CONFERENCE TO 
EXTEND PRESENT CONVENTIONAL MORTGAGE CREDIT AIDS 


Above the income levels we have described as families of middle income, 
there remain many families who cannot afford new private housing on present 
credit terms, or for whom the supply of new housing is inadequate. For these 
‘amilies improvements in the functioning of present credit and building systems 
are essential. The following are proposed : 

1. FHA mortgage insurance.—The adoption of an insured mortgage at current 
private mortgage interest rates plus an insurance premium and with 40-year 
amortization periods. 


(a) Such mortgages would currently be at 444 per cent plus 1% per cent 
insurance premium. 

(b) Preference should be given in the purchase of such homes to families 
displaced by public action. No further preference requirements appear 
necessary. 

(c) Loans of up to 90 per cent value should be authorized for either sales 
or rental housing, with advance commitments, and certifications by builders 
as to actual costs of construction and development. Preference families 
should be permitted to purchase on a lease-option basis. 


2. Authorize the Federal Home Loan Bank Board to charter additional Fed 
eral Savings and Loan Associations or authorize branches of existing associations 
in areas not now adequately served by mortgage lending institutions. For this 
purpose, authorize the Board to subscribe up to 80 percent of the shares of 
newly-established Federal Savings and Loan Associations; $200 million in such 
joans should be authorized. The Home Loan Bank Board should be required to 
survey the mortgage lending resources of each State, including nonfarm areas 
thereof, and to report to the Congress on its program for providing mortgage 
lending institutions in all parts of the country. 

3. Authorize the Federal home loan banks to discount mortgage loans made by 
country banks in areas not adequately served by mortgage lending institutions 
and to resell such loans to member institutions within 100 miles of the originating 
institution. For this purpose, a $200 million revolving fund should be authorized 
to be used under the supervision of the Home Loan Bank Board. 

1. Federal National Mortgage Association.—It is recommended that the Fed- 
eral National Mortgage Association 

(a) Be reestablished as a wholly Government-owned corporation governed 
by a board appointed by the President with Senate approval 

(b) Be authorized to make mortgage loans for amortization periods of up 
to 40 years or to purchase such loans. 

(c) Be authorized to contract with private lenders to initiate and service 
loans. 

(d) Be authorized to issue commitments to make loans in accordance with 
quotas established by the Housing Administrator. 

(e) Be required to maintain separate accounts for each category of loans 
made and to establish special reserves for each category and a general 
reserve to cover losses in all categories. 

Senator SrarkMaN. The next group is the Congress of Industrial 
Organizations. We have your statements and they will be placed in 
the record in full if you will summarize them. 


STATEMENTS OF FRANK HOFFMAN, CHAIRMAN, SUBCOMMITTEE 
ON HOUSING, CIO LEGISLATIVE COMMITTEE, AND BEN FISCHER, 
DIRECTOR, CIO HOUSING COMMITTEE 


Mr. Horrman. Senator, the statement I have here is very short. It 
isasummary. If I may be permitted to do so, I would like to read it. 
It will take just a few minutes, and then Mr. Fisher can summarize 
his testimony. 

Senator SparKMAN. Good. 

Mr. Horrman. My name is Frank N. Hoffman. Iam the chairman 
of the housing subcommittee of the legislative committee of the Con- 
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gress of Industrial Organizations. I am also legislative director of 
the United Steelworkers of America. 

The CLO and the steelworkers appreciate this opportunity to appear 
here today to discuss our views on housing problems. We desire to be 
helpful to the Senate in its consideration of legislation dealing-with 
housing. I might add, asa representative of the United Steelworkers 
of America, that not only are we concerned with assisting our mem- 
bers and their families in securing adequate housing, but also, as re- 

sponsible citizens, we feel that we owe an obligation to all other groups 

who may not be as fortunate as members of our international union. 
In addition to the concern which I have expressed, there are other 
factors which I should like to make clear. 

The prosperity of the American housing industry is an important 
factor in determining the well-being not only of members of the CIO, 
but of all workers in Americ: a—directly because millions of them pro- 
duce materials and other items which go into new homes and are em- 
ployed in the construction industry and indirectly because the 
American economic system is interdependent and the jobs of all of us 
are influenced by the degree of prosperity in all areas of the economy. 

The economic impact of home construction is tremendous. It is one 
of the major industries of the Nation, Its relatively high level of per- 
formance in the past two years has been an important bulwark against 
recession and against a continued rise in unemployment. 

Furthermore, as consumers of housing, members of the CIO and 
other unions, as well as persons who do not belong to any union, have 
the same interest. A continuing high level of home building should 
enable these individuals to obtain adequate and economical housing in 
the areas and at costs where this has not heretofore been possible. The 
item of housing is a big one in the family budget. The achievement of 
a good home is a major factor in the standard of living which the 
workingman seeks. 

The views of the CIO reflect its belief that a high level of home 
building is imperative to the national welfare. We firmly believe 
that—with the aid of wise public policies—decent homes for the great 
mass of low- and middle-income families of America, whose needs are 
the greatest and whose resources for meeting them are the least, can 
be attained. 

Mr. Ben Fischer, director of the CIO’s national housing committee, 
will present a more det: uiled statement of our organizations’ position. 
Mr. Fisher recently served as an alternate member of President Eisen- 
hower’s Advisory Committee on Government Housing Policies and 
Programs. In addition, he has participated in the development of the 
National Housing Conference proposals presented here today. 

Senator Sparkman. We are very glad to have you, Mr. Fischer. 

Mr. Fiscner. Thank you. I appreciate this opportunity to be here. 

I do not want to take too much of your time. You have already 
heard from the American Federation of Labor, and have heard from 
the National Housing Conference. Both of these statements are ex- 
cellent and we join completely in these statements as made here and 
as presented in formal papers. We have our litttle piece of paper 
and tried not to go over the same territory everbody else goes over. 
Perhaps we want to emphasize several things which are ‘becoming 
increasingly important. 
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Slum cle arance and urban rede vlopme nt 


The housing program is supposed to be directed in considerable 
part to slum ¢ learance and redeve ‘lopment of our great ‘sibel centers. 
We are concerned, as apparently most folks seem to be concerned, with 
the slowness of this program and its apparent inability to get going. 

It is our view that the major problem in the development of slum 

clearance and redevelopment programs is the deemphasis of housing 
and the lack of adequate housing legislation. Most of the housing 
egislation is directed to helping those who are pretty well able to 
rao sare of themselves. Most of our federally supported housing 
tivities concern aids to the industry and aids to people in the upper 

\iddle-income and higher income brackets. We have not succeeded, 
except in a very small measure of public housing that we have had, in 
bringing aids down to the level of those who need them m« st. Tt is 
kind of a strange situation where the Federal Government’s major 
activities and major supports in the housing field seem to be directed 
to those who need aid the least, and that they seem to neglect most 
those who need aid the most. 

The legislation before you does not in any serious way tackle that 
problem. It is a difficult problem and it is a complex problem. We 
think that the proposals made to you by the National Housing Con- 
ference form a suitable basis for an approach to that —. 

We think, furthermore, that this committee should make clear 
i(hrough an expression of its opinion and through the legislation which 
it te commends, that the major concern of programs of redevelopment 
ind slum clearance which are going to be supported by the Federal 
Government has to be the provision of housing—new housing and 
better housing—for lower middle-income and lower income groups. 

I think an intimate examination of what goes on in the redevelop- 
ment program—I am not talking about public statements now, but 
in intimate examination of what goes on—will indicate that the 
question of rehabilitation and housing for people who now live in 
substandard and slum housing areas, is a very small item in most of 
our redevelopment and slum clearance programs. They are con- 
cerned with broad questions of planning and urban renewal, and re- 
routing of traffic, civic improvements, and many a which are 
good and which we have no particular criticism of, but they are only 
«ood in their proper perspective and in their proper place. They are 
not good if they are made substitutes for the major concern which 
should be present at all times, and that is to rehouse these people, and 
better house them, and primarily new-house them. 

The reports we have from almost every place in the country, and 
whatever personal experiences I have had, indicate it is almost uni- 
versally true that our redevelopment and slum-clearance programs 
are not primarily directed under the present policies and cireum- 
stances at solving housing problems, but are rather beautifying pro- 
grams or something of that sort. We think it is of very real concern 
and we think the Federal Government should see to it that it is di- 
rected to the housing problem, and the housing problem as it directly 
affects folks who now live in slums and who need help. 

In our opinion that cannot be done merely by administrative tech- 
niques, or merely by a determination of people that it should be done; 
but it requires a comprehensive program. Because what you come 
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up against is that in most areas of the country, and especially in 
the larger cities where this problem primarily arises, you cannot 
provide housing which is within the reach of the low- -Income and 
lower middle-income groups with any of the existing tools in any 
great quantity or in any realistic fashion. 

The President’s Committee indicated that industry would do this 
job, or it invited industry to do it. Industry has not done it and 
I have never thought they could. Not because of any deficiency in 
industry, but just because of the simple economics of the situation. 
Therefore it is our firm conviction that this committee should assume 
the leadership in the drafting of legislation and in the enactment 
of legislation which is actu: ally going to provide the practical means 
for large-scale development of new “housing for low-income groups 
that need substantial support, and for the low middle-income groups 
which need perhaps more indirect and less costly types of support. 

Until this is done, we are fearful that the overall program is still 
going to be a faltering program and a program which produces in- 
justices, and that we are not going to be solving our housing problem. 

In that connection, we do have the additional problem “that even 
when and if you do develop adequate tools for providing housing in 
terms of the economic ae for the low-income and lower middle- 
income groups, then you have the additional consideration of solving 
the social problems that stand in the way of providing housing for 
the minority groups; because obviously, as you go through most of 
our cities, you find that the folks who now occupy the areas that 
are a blight and a shame to the cities of our Nation are too often 
members of the minority groups. Thus any solution of these urban 
redevelopment. problems and urban renewal problems and slum 
clearance problems is dependent in good measure not only on having 
a good program in terms of economics, but having an adequate pro- 
gram in terms of facing up to how you go about solving minority 
group problems. 

That is true in most of the communities I know anything about. 
In our statement ‘we tried to develop some concrete proposal about 
what can be done about these matters, and we want to repeat again 
that we join with the American Federation of Labor and the Na- 
tional Housing Conference in their-proposals to this committee. 

Senator Sparkman. Without objection, your prepared statement 
will be made a part of the record. 

(The prepared statement of Mr. Fischer follows :) 


STATEMENT BY BEN Fiscuer, Drrecror CIO Houstne COMMITTEE 


In behalf of the Congress of Industrial Organizations, I wish to express our 
appreciation for this opportunity to appear before this committee. 

My name is Ben Fischer. I am an international representative of the United 
Steelworkers of America. I am also the director of the CIO National Housing 
(committee, and I appear here today in that capacity. 

The comprehensive studies made under the auspices of the National Housing 
Conference indicate that America needs a construction rate of 2 million new 
housing units annually for the next 10 years if we are to eliminate slums and 
provide good housing for our families. While the objective of a decent home 
in a decent community for all Americans is widely acclaimed, there is little 
evidence as yet of an overwhelming zeal—either in the construction industry or in 
Government—to support a practical program to achieve it. 
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Overbuilding 

Those who now claim we are overbuilding are mistaken. The CIO views on 
this question were fully set forth in a recent letter to the chairman of this com- 
mittee from CIO President Walter Reuther. For the record, we attach a copy 
of this letter. 

It is possible, however, that the present rate of new construction May soon 
exceed the demand of that portion of the market which can afford to purchase 
or rent most of the new housing now being constructed. These costs are beyond 
the means of the low-income groups, those earning less than $3,000 a year, and 
above the carrying ability of most of the so-called lower middle-income group, 
those earning between $35,000 and $5,000 a year. Even in the income bracket just 
above $5,000 most families are forced to overextend themselves and sacri- 
fice other essentials in their effort to obtain suitable housing. 

The answer, however, is not to curtail new construction, as some seem to be 
urging. The answer is rather to adopt a program designed to expand new 
housing for low-income and lower middle-income families whose need for new 
housing is greatest. 

In this connection, we must note that slum removal on a large and effective 
scale cannot be achieved without an extensive program of new housing for 
lower income families. The so-called urban renewal and urban redevelopment 
programs will not achieve wide acceptance or wide application unless they are 
supplemented by substantial housing programs on behalf of the people now 
residing in slums and substandard dwellings. It is a good and desirable thing 
to clear slums and redevelop the areas, even in some cases to change these areas 
to nonresidential purposes. But our major emphasis must be on rehousing 
and new housing for low-income and lower middle-income families. Nothing 
else will work. Nothing else will bring forth the public support which is 
essential. Nothing else will avoid pushing dislocated slum residents into new 
congestion and the creation of new slums. 

If we are to achieve a 2-million-unit annual rate of new housing construc- 
tion—or even maintain our present high but inadequate rate—new national 
policies are required with an emphasis on realistic slum removal, construction 
of new homes for low-income and lower middle-income families, and equitable 
nondiscriminatory distribution of such housing. 

The Federal Government’s objective is a prosperous economy and a well housed 
America. Measured against this objective, however, its program—which is now 
beamed primarily at meeting the needs of better-off families—hardly justifies 
the exertions in which the Federal Government is engaging itself. If we are to 
have a national housing program, it must be a program which does precisely 
what its name implies. It must courageously meet the housing needs of that 
portion of the national population whose need for aid is the greatest—the mil- 
lions of moderate and lower income families of America. 

What, then, has been standing in the way of a sound, comprehensive, and 
adequate housing program? Two fears have been nurtured, carefully, and skill- 
fully; the fear of public housing and the fear of Government aid for a practical 
middle-income program. 


Public housing 


Public housing has been retarded, and now practically brought to a standstill, 
by the unfortunate charge that it is socialistic. For years the program has been 
hamstrung at every level—but particularly in the Congress—by the highly 
financed propaganda of the home builders, mortgage lenders, and the real-estate 
fraternity. 

The public-housing program, so largely developed under the leadership of the 
late Senator Taft, is not a socialist program. It provides for construction of 
homes by private enterprise for a profit. It provides for financing by private 
capital for a fair return, the level of which is determined in the market place. 
It is operated by local citizens designated for this purpose by local governments 
in accordance with State laws. The Federal Government guarantees a repay- 
ment of the bonds and the interest thereon, and provides standards which are 
consistent with this Federal obligation. 

The involvement of the Federal Government in the public-housing program is 
not drastically different from its role in the FHA program, for there, too, the 
Federal Government guarantees repayment of the loan and the interest thereon, 
and establishes standards to protect this Federal involvement. 
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The failure to carry out the public-housing program as provided in the 1949 
uct prevents proper housing of low-income families and wide-scale elimination 
of slums. Yet, no practical answer has been found to the problem of the low- 
income family and the rehousing of the residents of slums except public housing. 
Every opportunity has been afforded to private enterprise to develop other 
solutions. There is no sign, however, that any realistic alternative has been 
found. On close examination, these highly advertised alternatives turn out to 
be impractical forms of publicly supported housing in which the Government 
takes all the risk but which are far less soundly conceived than the formula 
provided in the 1949 act. 

We urge the Congress to return to the 1949 act and to implement its provisions 
so that our communities across the country can get on with the task of eliminat- 
ing slums and providing new housing for their low-income families. 

The second fear deals with Government aid for a genuine middle-income 
housing program. Whenever it is suggested that the extensive housing apparatus 
of our Federal Government be used to aid our lower middle-income families 
families whose earnings are too high for accommodation in public housing yet 
too low to meet the present carrying charges of private home purchase 
and ery is set off against Government meddling, Government expenditures, and 
creeping socialism. Oddly, this hue and cry is not heard when new billions of 
dollars of Government credit is sought to enable FHA to guarantee operations 
of the home builders, the real-estate fraternity, and the mortgage lenders. Ap 
parently, aids to business institutions to enable them to provide housing for 
those best able to pay is acceptable to the business community: but aids which 
are designed to enable these same groups to provide housing for those less able 
to pay is somehow evil. 

This strange situation deserves forthright examination. What is needed? 
We require long-term financing at low interest rates with some assurance to the 
consumer that he can protect his investment in the event of temporary unem- 
ployment. These three factors—long-term mortgages, low interest 
protection against economic adversity 
homeownership on an 


u hue 


rates, and 
can permit widespread development of 
individual basis or through consumer cooperatives for 
literally millions of moderate-income Americans whose present housing facilities 
are inadequate. The institution of such a program will create new levels of 
prosperity, new opportunities for business, new profits for home builders, real- 
estate operators, and mortgage lenders, and indirectly will increase the security 
of the present mortgage holders by improving and sustaining the general eco- 
nomic climate, 

We urge Congress to face up to this challenge and not submit to the fears 
of shortsighted men who do not have confidence in our Nation’s ability to serve 
the demands of the consumers through appropriate cooperative measures between 
Government and private enterprise. The details of such a program have been 
developed through the National Housing Conference for your consideration 


Minority group housing 


\ further major consideration, if the Nation’s housing problem is to 
solved, involves members of minority groups. The fact that Negroes cannot 
obtain good housing in good neighborhoods at fair prices and on fair terms 
has been widely recognized, at long last. Even a Negro who can afford a good 
new home usually cannot obtain land and adequate financing. 

This situation is shameful and unfair. It is a major obstacle to a successful 
national housing program because slums cannot be cleared on an extensive 
basis and adequate housing cannot be provided for lower income families as 
long as new housing is not available to Negroes. The reason is simple; many 
of the slum-dwellers are Negro, and many of those in low- and middle-income 
brackets who most urgently need new housing are Negroes. If new housing 
is not available to Negro families, then the people who reside in the slums will 
not be adequately rehoused and the market among lower income groups will 
be substantially curtailed. 

Our Federal Government should not make aids available to any community 
which neglects the needs of its Negro citizens. Federal aids are not a handout: 
they are a means of promoting specific objectives of national policy and should 
not be separated from, or made available in disregard of, such objectives. 
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Further, the Congress and the administration should make provision for 
the rapid democratization of housing patterns. Segregation is not consistent 
with our way of life and our ideals. Every citizen should have free access to 
the housing market based on his need and his economic capacity, not on the 
basis of race, creed, color, or national origin. 

In keeping with the doctrines set forth by the Supreme Court in the school 
cases and others, all levels of government—Federal, State, and local—should 
insist that its aid to housing carries with it the requirement of open occupancy— 
that is, availability without discrimination. 

No one expects all minority housing problems to be solved in a day. But we 
cannot be content with the hope that time alone will solve this vexing problem, 
either; the mere passage of time—without determined action to alleviate the 
situation—shows signs, in fact, of making things worse. More and more new 
housing is being built for “whites only.” New communities are being built for 
“whites only.” The economic progress of minority group members, however, 
only sharpens the impact of existing discriminatory patterns; a man who can 
afford good housing but is barred from it has a special and dramatic grievance 
even over and above that of people who cannot afford to pay. 

In conclusion, it is our emphatic belief that the present housing laws are in 
adequate and too largely directed toward benefitting those who are already most 
able to pay instead of those who are most in need of help. The amendments 
to the Housing Act of 1954 proposed by the administration are not objectionable ; 
they would provide improvements, but these would be slight indeed when meas- 
ured against the Nation's need. 

We of the CLO urge this committee to sharpen its pencils and draft a new bill 
which will ingplement the public housing goals of the 1949 Housing Act, provide 
a realistic middle-income housing program, make extensive new housing avail- 
able to minority families and tighten the ban against discrimination, and finally, 
reorient our slum clearance and redevelopment programs toward rehousing and 
new housing for those most in need. We stand eager and ready to aid in these 
efforts. It is time indeed that the power and prestige of the Federal Govern- 
ment—through its direct expenditures and extension of credit—be utilized more 
fully to help those whose need is critical—the millions of families whose sub- 
standard dwellings now blight not only our urban centers but the very lives 
as well of the men, women, and children who are forced to occupy them. 


Overbuilding 


CONGRESS OF INDUSTRIAL ORGANIZATIONS, 
Washington 6, D. C., April 20, 1955 
Hon. Jonn J. SPARKMAN, 
United States Senate, 
Washington, D. C. 


Dear Senator SPARKMAN: I am very happy to reply to your recent inquiry 
as to whether the Congress of Industrial Organizations views our present rate 
of new-home construction as excessive. 

The question, are we currently producing enough homes, too many, or too few, 
can be properly considered only in relation both to the Nation’s total housing 
need and to the effect of the current construction rate on the entire economy. 

While new residential construction is reported to be at an all-time high, it 
still falls far short of meeting the housing needs of the American people. Re- 
cent authoritative studies indicate that this country faces an annual new-home 
need of about 2 million units annually for the next 10 years. This level must 
be achieved not only to provide homes for new families but also to meet normal 
replacement requirements, to rebuild units lost because of slum clearance and 
other public improvements, to accommodate families still overcrowded, and to 
make it possible to vacate substandard dwellings which are not suitable for 
rehabilitation. Even the most conservative estimates of America’s annual new- 
home construction needs do not fall below our present rate of performance, a 
performance which, unfortunately, is still failing to meet the needs of millions 
of moderate- and low-income families. 

It is our view that the well organized and widely disseminated propaganda 
which depicts our present rate of residential construction as excessive becanse 
it exceeds the current rate of new-family formation either is based on ignorance 
or reflects a deliberate effort to deceive the American people. Surely the rate 
of new-family formation could be conceived of as a major determinant of the 
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need for new-home construction only if there were no need to replace existing 
substandard structures, no public or industrial programs—or acts of God 
which destroy thousands of existing structures each year that must be replaced, 
and no preexisting shortages or overcrowding. 

However, even if we had the good fortune not to be confronted with vast slums 
and millions of deteriorating substandard dwellings, if none of our existing in- 
ventory of dwellings were being depleted each year because of fires and other 
disasters and demolitions resulting from nonresidential construction, and if 
none of our families lived doubled up, America would still require a new-home 
construction rate substantially in excess of the rate of new-family formation. 
This necessity grows out of the fact that our families desire and have a right 
to achieve a constant improvement in the overall quality of their housing inven- 
tory as new technology can produce better homes and as higher incomes afford 
the means to buy them. 

Thoughtful consideration of all factors should dispose for all time of the 
nonsensical claim that our building rate is too high simply because it exceeds 
current new-family formation. 

If those who charge that the present building rate is excessive were forth- 
right, they would admit that they are not concerned with housing needs at all 
but rather with housing prices. Actually, they fear that the value of existing 
properties will fall if the present rate of new-home construction is maintained. 
heir views are based on the false assumption that the Nation’s economic well- 
heing is preserved by scarcity, not by abundance. To be consistent, should they 
not as logically be demanding credit restrictions to discourage auto, appliance, 
furniture, and other production, as well as the production of dwellings? 

Today, the American people fear a decline in economic activity, not an expan- 
sion of it. Only a handful of shortsighted individuals who cannot be per- 
suaded that a constantly expanding and prospering America is possible fear 
rising production and look upon a decline in various segments of our economy as 
healthy. 

The continued growth of the housing inventory of the Nation is not only 
necessary as an end in itself; it provides, in addition, an important stimulant 
to our entire economy. Through a sustained expansion in home construction 
we help to protect existing property values precisely because these values can 
be stabilized only in an economy of prosperity and high employment. Economic 
decline, on the other hand, is contagious and will not bypass property values. 
Economic stagnation would lead to foreclosures, vast governmental outlays to 
back up FHA guarantees, and other consequences which would adversely affect 
the well-being of all who now depend on home construction for their livelihood. 

Concern is expressed over the amount of outstanding credit which FHA 
regulations help to stimulate. This credit, however, does not exist in a vacuum. 
It is backed up by new homes, new neighborhoods, and in many cases entirely 
new communities. In contrast with the extension of credit which is used 
imply to force up values, like stock-market loans, for example, housing credit 
produces new wealth and well-being; therefore, its extension is not in itself a 
cause of inflation. Its availability on a liberal basis is, in fact, the only means 
by which millions of moderate-income families can hope to obtain homes of their 
own. Furthermore, its continued availability is prerequisite to maintenance of 
economic growth. 

People who owe mortgage debts are acceptable credit risks because their 
debt is secured by the property for which they have borrowed and because 
their current incomes have been deemed adequate to support the charges for 
which they have obligated themselves. Assurances that they will be able to con- 
iinue to meet their obligations can only exist, however, as long as high em- 
ployment and general well-being characterize our economy. Our concern there 
fore, should be with a continuing program to aid and encourage home construc- 
tion for sale and for rent and with the overall economic growth which these 
programs can so substantially stimulate. Submission to the fears of the prophets 
of scarcity will not avoid economic disaster; it will assure it. 

With every good wish, I am 

Sincerely yours, 
Wa ter P. Revruer, President. 

Senator Sparkman. Any questions, Senator Payne? 

Senator Payne. No questions. 

Senator Sparkman. Thank you very much, gentlemen. We appre- 
ciate it. 
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By the way, there was handed to me a copy of a letter from Walter 
P. Reuther, president of the CIO. Was it your wish that that be 
incorporated in the record ¢ 

Mr. Fiscuer. Our statement incorporates that. 

Senator SparKkMAN. It is included in your statement ‘ 

Mr. Fiscuer. Yes. 

Senator SparKMAN. Very well. 

Next we have the National Association for the Advancement of 
Colored People, Mr. Clarence Mitchell, director of the Washington 
Bureau. 

Will you come around, please, Mr. Mitchell? I do not believe you 
were here when I made the request a little while ago that the full 
statement of the witnesses be printed in the record and you summarize 
it. Weare budgeting the time to 12 minutes for each presentation. I 
regret the necessity of doing that. but we only have 30 minutes until 
the Senate meets and we have 3 more witnesses. We can budget : 
few minutes over the 30 minutes, but if we make it 12 minutes each 
we will get by all right. 


Minority group housing 


STATEMENT OF CLARENCE MITCHELL, DIRECTOR OF THE WASH- 


INGTON BUREAU OF THE NATIONAL ASSOCIATION FOR THE 
ADVANCEMENT OF COLORED PEOPLE 


Mr. Mireur. Mr. Yingling, the clerk of the committee, already 
brought me up to date on that and I will do my best to keep within the 
time limit. 

I am Clarence Mitchell, director of the Washington Bureau of the 
National Association for the Advancement of Colored People. I 
would like to have your permission to incorporate my full statement in 
the record. 

Senator SPARKMAN. Without objection, that will be done at the con- 
clusion of your remarks. 

Mr. Mircneti. Thank you, Mr. Chairman and members of the 
subcommittee. 

We are here today to try to bring into focus the problem that we 
have in the field of housing among minority groups. On the first page 
of my testimony we refer to the fact that the Government of the United 
States is in the incredible position of on the one hand supporting inte- 
gration in certain aspects of life, such as the armed services, and things 
of that sort, while on the other hand actively promoting racial segre- 
gation in housing. We have some Census figures from the period 1940 
to 1950, which spell out the need for housing among people who are 
classified by the Census as nonwhite. I think if you look at those 
figures you will see that the nonwhite population is in a much more 
serious predicament so far as housing is concerned than the white 
population. 

On page 2 we have another significant bit of information which 
comes also from the Census. That is the fact that in certain metropoli- 
tan areas which are studied by the Bureau of the Census it was found 
that the minority groups, the Negro in particular, were concentrating 
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in the so-called central city or metropolitan areas, while the white 
population was going out on the fringes of the city. 

In Washington, if we would bring that situation right home, we 
have growing out of that all sorts of curious problems. The fact that 
the white population is able to move to the outskirts of the city and 
the Negro population is confined to the central city, leads to argument 
against home rule. People say, “We do not want to have home rule in 
Washington because if we do the Negroes will run the city.” 

Other people have tried to draw erroneous conclusions from the fact 
that the white population in the schools is diminishing. They argue 
the reason why the white population in the District of Columbia is 
diminishing in the schools is because schools are being integrated and 
the white people are running away from the colored people. 

Unfortunately, all of that is made possible by the Federal Govern- 
ment itself. Our organization has been successful in eliminating the 
court enforcement of restrictive covenants. Because we have done 
that it means that the existing housing that is located in the central 
city area, wherever there is a willing seller and a man who has the 
money to make the purchase because he has access toa lending institu- 
tion, can buy a house. That means in the metropolitan areas housing 
becomes integrated, but in the outlying areas of the city, where the 
Federal Government poured millions of dollars in for the purpose of 
FHA developments, and things of that sort, there is where we are kept 
out and cannot purchase housing because of various kinds of agree- 
ments and restrictions. 

I would like to call attention specifically to the fact that in Bucks 
County, Pa., is one of the prime illustrations of the problem I am talk- 
ing about. Our legal defense department filed a suit against Mr. 
Levitt, the builder of Levittown, Pa. They point out in a statement 
on why this suit was filed, that when completed the Bucks County 
Levittown development will consist of some 16,000 small homes and 
will be sold to individual buyers whose mortgages will either be in- 
sured by the FHA or guaranteed by the VA. 

Further, the lawyers for six Negro veterans who are the plaintiffs, 
argue that Levitt has a monopoly on all new construction in the com- 
munity, and he serves the town of Levittown in the Philadelphia 
area as a public utility. In other words, in the opinion of many 
people of this committee, I am sure Mr. Levitt is regarded as an 
outstanding builder. I believe he was down before this committee 
once last year to tell about how he built all of these wonderful houses. 
But so far as we are concerned, we who suffer from his policy—which 
policy he is able to execute with the aid of the Federal Government— 
we regard him as one of the living symbols of the encroachment of 
the police state in our country. Here you have an individual who is 
able, by the vast sums of money that the Federal Government puts 
at his disposal, to erect a Nazi-like pattern in American life by ex- 
cinding people solely because of their race from a whole community. 

I understand it is possible for a dog to get into that community. 
You can move in there with a dog if you bring him in, but if it isa 
Negro seeking a house, he cannot get it. It is unthinkable and a dis- 
erace, it seems, that the Federal Government would support that 
kind of thing without doing something about it. 

So far as it appears to us from looking at it, the policy on housing 
now in effect by the Federal Government would seem to me to be sort 
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of an equivalent of shooting off fireworks to scare away evil spirits. 
The reason why we say that is we have so many, many pronounce- 
inents from time to time coming out of the Housing and Home Fi- 
nance Agency about what they are going to do on this question. The 
latest report is dated May 16 and it comes from Mr. Albert Cole, the 
\dministrator, who says he is going to call 25 representatives of big 
Negro insurance companies and banks into W ashington for the pur- 
pose of trying to see what can be done about making more money 
available for colored housing. Well, what they mean and what Mr. 
Cole means is that he wants to try to find a way of making more 
money available for segregated public housing. It will not do any- 
thing about the kind of problems that we called atention to in our 
testimony, such as the existence in Montgomery County, Prince 
Georges County, Savannah, Georgia, Birmingh: am, Baltimore, Md., 
and other cities, where whole new communities are being built with 
the help of the Federal Government and Negroes are completely 
excluded. 

The charge has been made sometimes by some of the people in Mr. 
Cole’s agency that our organization in particular never said anything 
about this problem until the Republicans took control. He said while 
the Democrats were in we were not as active in prosecuting this hous- 
ing problem. I would like to submit for the record, if I may, Mr. 
Chairman, a statement which we submitted to Mr. Raymond Foley, 
who was then Administrator of the Housing and Home Finance 
Agency, in January of 1952, in which we set forth exactly the same 
kinds of things we are complaining about today, and the Democrats, 
just like the Re publicans, did not do anything about it either. 

So actually, this is a kind of continued story that we are present 
ing to this committee. 

Senator SpaRKMAN. Without objection, that will be included in the 
record. 

(The document referred to follows :) 


STATEMENT ON HOUSING SUBMITTED TO MR. RAYMOND M. FOLEY, ADMINISTRATOR OF 
rHE HOUSING AND HOME FINANCE AGENCY, ON JANUARY 11, 1952 


There has been a steady and dangerous trend in the application of racial policies 
by the Housing Agencies of the Federal Government since the United States 
Supreme Court decided the restrictive covenant cases in May of 1948. When 
the Court made that decision, it opened the door for colored home seekers to 
purchase and use property in any neighborhood where there is a willing seller. 
This has resulted in a steady expansion of the colored population out of the 
racial ghetto into nonsegregated housing areas in communities such as Los 
Angeles, Calif; Cleveland, Ohio: Washington, D. C., and Richmond, Va. The 
chief threat now to this progress in eliminating Negro ghettos comes from the 
Federal Government itself through the operations of the Housing and Home 
Finance Agency and its constituent agencies. 

Under the slum clearance and urban redevelopment program, colored residents 
of some areas that will be cleared are being forced to move out while white 
persons will be the only @acial group admitted to the new rental or sales housing 
to be erected on the cleared site. 

The No. 1 illustration of this incredible type of discrimination, with the as- 
sistance of the Federal Government, is Baltimore, Md., where there are two 
areas designated for redevelopment—one known as the Waverly project and the 
other in the vicinity of the Johns Hopkins Hospital. 

In several cities, public housing projects will be built in areas where colored 
people have lived for many years but when the new projects are completed they 
will be designated for white occupancy. 
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The most critical example of this is Savannah,Ga. In this community, a number 
of colored families will be moved from what is known as the Old Fort area. We 
ure advised that, because the site selected for the housing project in Savannah is 
of historical interest, city officials have decided that the project must be for 
whites only. 

Under the FHA program, the city of Washington is ringed with new develop- 
ments for white persons only only. We are informed by builders that there are 
ironclad agreements between FHA and various lending institutions under which 
new housing areas must be designated for a specific racial group. Hence, in the 
areas surrounding Washington, practically all of the FHA-insured developments 
are for whites only. This is the typical pattern of FHA operations in the North 
und West; in the South, FHA operations generally reinforce patterns of resi- 
dential segregation. 

The defense housing program will, undoubtedly, follow the same pattern of 
segregation now in effect under the other housing operations. The policy set 
forth in the Administrator's letter to Congressman Abraham J. Multer, dated 
November 26, 1951, clearly permits continued segregation. 

During the debate on the Defense Housing bill in the first session of the 82d 
Congress, Congressman Multer stated that he had been advised by FHA that 
questions pertaining to segregation in housing aided by the Federal Government 
had been taken care of by administrative regulation. At that same time, the FHA 
through its General Counsel, Mr. B. C.. Bovard, said the following: 

“IT know nothing in the National Housing Act or in rules and regulations there- 
under which would authorize the (FHA) Commissioner to require that mort- 
vagors disregard racial considerations in the selection of their tenants. This 
would appear to be a matter for determination by the mortgagor and not by this 
Administration.” 

Thus the housing agencies, while publicly stating that they will not insure 
mortgages or otherwise aid housing where there is imposed a restrictive cove- 
nant, actually use the vast sums of money, powers, and knowledge at their dis- 
posal to aid and support segregation in all phases of housing. 

This is the exact opposite of the following position taken by the Department 
of Justice in its amicus curiae brief in the case of Shelley v. Kraemer (No. T2, 
Supreme Court of the U. 8., October 1947) : 

“The Government is of the view that judicial enforcement of racial restrictive 
covenants on real property is incompatible with the spirit and letter of the Con- 
stitution and laws of the United States. It is fundamental that no agency of 
Government should participate in any action which will result in depriving any 
person of essential rights because of race or color or creed.” 

“The time has come for the housing agencies to cease the hypocritical prac- 
tice of refusing to approve written restrictive covenants while closing their eyes 
and ears to the actiOns and verbal statements of builders, lenders, local hous- 
ing authorities, and others who make plain and publicly say that housing 
constructed with Federal assistance will be exclusively for members of a specific 
racial group. In essence, the Federal Housing Agencies are operating on a 
“separate but equal policy” in direct contradiction of the United States Supreme 
Court and national policy as stated in briefs filed by the United States Depart- 
ment of Justice. This is the time for the housing agencies to deny any assistance 
or finances unless there is a guarantee that the housing made available wilt be 
open to all qualified applicants without regard to race. 

Because the present course of the housing agencies is a serious threat to the 
gains made by the NAACP and other organizations through court action against 
restrictive covenants, we are confronted with this question: “Is it better to 
oppose the housing program, as such, and, thereby, halt Federal action in this 
field than to let the present program continue and within the next 5 years face 
a new and more terrible kind of restriction on the use and occupancy of housin’ 
imposed with the help of the United States Government itself? 


Mr. Mrrcnetn.. We have taken this problenf all the way to the 
White House. In order not to misquote anybody, Mr. Chairman, I 
would like to read that part of the testimony which has to do with 
the way the President has fitted into this picture. It is about three 
paragraphs. 

Senator Sparkman, All right. 

Mr. Mrrenetx. When the new Administrator took office, our organ- 
ization met with him on March 15, 1953, to discuss the problem and 
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io make recommendations for correction. During that year, we had 
additional meetings with the Administrator of the Housing and Home 
Finance Agency on May 7 and July 22. It is significant that m the 
July 22 meeting seven major national organizations also urged the 
Administrator to act. on this problem. 

When the President sent his housing message to Congress on Janu- 
ary 25, 1954, it contained a reference ‘to the problem of minorities in 
the housing field as well as a promise that something would be done 
\bout it. Questions on what would be done have been raised with the 
President from time to time by various organizations 
NAACP. 

On April 7, 1954, Miss Ethel Payne, Washington correspondent 
of the Chieago Defender, asked the President in his press conference 
what was being done to implement the promise of his January 25 
message. At that time, he said he would look into the matter. On 
May 5, 1954, the same reporter asked what had been learned when 
he “looked into the matter,” and the President suggested that she 
check with the housing agencies for her answer. 

The New York Times of August 5, 1954, carried this version of 
what the President said at his press conference on the previous day 
when he was asked about minority housing policies: 


He had tried as hard as he knew how to have accepted this idea. that where 
Federal funds and Federal authority were involved, that there should be no 
discrimination based on any reason that was not recognized by our Constitution. 
He would continue to do that. 


, including the 


On August 11, 1954, the National Association of Real Estate 
Brokers, a colored organization, asked President Eisenhower to in- 
struct Government housing agencies to revise their policies so that 
Government-assisted housing would be open to all qualified persons 
without regard to race 

Instead of the President coming to grips with this problem he has 
called a series of short conferences. One of those was held December 
9 and 10, 1954. They had 40 leading organizations of the country 
present. The most we could get out of that conference was the im- 
pression it was hoped these people would somehow agree to a program 
that the National Home Builders sponsored, which program was to 
have 10 percent of all the housing they had built set aside for colored 
people. 

There was some fine print in that proposal, though, because it also 
said, “provided suitable sites could be found,” which in our experience 
means near a rendering plant, a city dump or 
graveyard, 

Another thing the housing agencies took into consideration was 
the question of what they call a voluntary mortgage program. Our 
organization suggested three basic recommendations which we 
thought would correct this problem. The majority of the organiza- 
tions present subscribe to those principles and they are set forth on 
page 5 of our testimony. As yet the Housing and Home Finance 
Agency has completely ignored these requests ‘but has been active ly 
promoting the idea of percentage housing for minority groups, this 
idea of voluntary home-mortgage programs. 

They got out a big release, for example, on March 7, in which they 
had a great to-do about a colored man they had found some mortgage 
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money for here in the city of Washington. It is a page and a half, 
single-spaced news release in which they talk about this colored man 
who had so much trouble finding housing, and through the voluntary 
mortgage program they helped him out. It is a farce because the man 
is living in a neighborhood where there is no controversy about 
whether colored people are near there or not; and I cannot see how 
anything was helped by that action. 

In conclusion I would like to call attention to the fact that last year 

r the year before—I am not certain and cannot remember which it 
was now—this question was before the committee and a proposal 
was made that some positive action might be taken by the Govern- 
ment to remedy this condition. We did not support that proposal, 
but Mr. Cole, and we think quite rightly, said he did not want to have 
anything done which repr esented special treatment for minority 
groups. He did say he was going to undertake to do certam things 
on a voluntary basis. 

What he did not say is that he would require lenders and builders 
. ho received Federal help to admit everybody to the housing they 
build, without discrimination. 

He has made another speec h recently in which he s says, * As Housing 
Administrator I have a good deal of authority that I have not used. I 
have not used it because I want private industry to do the job. Ihave 
leaned over backward, gentlemen, to see private enterprise tz ake the 
opportunity.” That was a speech he was making to the National Con- 
ference of Mutual Savings Banks on May 17. 

In other words, they continue to keep firing off this unloaded pop- 
gun about housing so far as minority groups are concerned, but they 
will not do the basic thing they need to do, which is adopt an overall 
policy such as we have recommended. 

That brings me to what T have we can lay on the hearth of the com- 
mittee members. We believe that the Congress has an obligation to 
do what the administrative branch of the Government, although it has 
the power to do so, is not doing. We would like to urge that there be 
included in the legislation whatever it is that comes out of this com- 
mittee, a provision which says that “the aids and powers made avail- 
able under the several titles of this act are not to be conditioned or 
limited in any way on account of race, religion, or national origin of 
builders, lenders, renters, buyers, o r families to be benefited.” 

Gentlemen, I have been before the House of Representatives. Back 
in March we urged that as a part of the Reserve training program 
there be incorporated an amendment which would do two things: 
One, that the people who wanted to serve in the National Guard could 
serve without being humiliated by segregation under this Reserve 
program ; and the second thing was that the Governer of a State could 
not ask for colored people to be forced into segregated units of a 
National Guard. We were opposed by a great many people who said 
that national defense was at stake and we should not do this. Yester- 
day the House, by a substantial vote, incorporated those amendments 
inthe bill. Ido not know what the final outcome is, but this morning 
Mr. Vinson of Georgia was on the floor suggesting that he would be 
willing to go along with part of what we recommended. In other 
words, he said he thought we were right in saying that the Governor of 
a State should not have the power to seize colored people and shove 
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them into segregated National Gruard units, when the Army of the 
United States is integrated and everybody is supposed to be fighting 
for the defense of democracy. 

I think if Mr. Vinson in his fairmindedness can admit we are right 
in that situation, | do not know what political hazard it is for him 
to admit it, but certainly the members of this committee, who are men 
of great reputation and great ability can look at this thing above 
sectionalism and above politic ‘al considerations, and give to the people 
who are adversely affected, a remedy. 

I want to say in all deference to the chairman of this subcommittee 
it is not the Southern Senators of this committee who will kill this 
amendment if it is killed. We have called attention to the fact that 
there are 11 members of this 15-man full committee, who come from 
Northern States. 

If this amendment fails to come out nobody can say that the South 
killed it. It will be because the North. which had 7 majority of the 
votes, was indifferent and just would not push for i 

Senator SpaRKMAN. Senator Payne. 

Senator Payne. No questions. 

Senator SparKMAN. Thank you very much. I wish we had time to 
discuss it at some length, but I appreciate your presentation. 

Mr. Mrrenens.. Thank you, Senator. 

(Mr. Mitchell’s prepared statement follows:) 


Minority group housing 
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Mr. Chairman and members of the subcommittee, I am Clarence Mitchell, 
director of the Washington Bureau of the National Association for the Advance- 
ment of Colored People. 

The national-housing program is a cruel and disgusting hoax so far as colored 
citizens of the United States are concerned. Each year, through the expendi- 
tures of millions of dollars in FHA, VA, and slum-clearance programs, the 
United States is expanding housing segregation. 

It is an incredible paradox that the same Government which has valiantly 
und successfully fought racial segregation on other fronts is, actively promoting 
segregation in the places where our citizens live. 

An analysis of census data, 1940—50, reveals the following facts: 

Nonwhites comprised 10.3 percent of the total population in 1950, but occupied 
only 8.6 percent of all occupied dwelling units. 

The nonwhite population increased at a faster rate than the number of 
dwelling units it occupied (15 percent against 10 percent) whereas the reverse 
was true for whites (14 percent against 23 percent). For nonfarm areas alone, 
the nonwhite populs ition rose by nearly 40 percent, while the number of dwelling 
units it occupied increased by only 31 percent. 

The proportion of overcrowded units (with more than 11% persons per room) 
among nonfarm dwellings occupied by nonwhites was some 4 times as high 
as that for whites. 

In nonfarm housing only, the proportion of dilapidated homes among non- 
whites was 5 times as high as among whites (27 percent as compared to 5.4 
percent) and, in addition, the proportion of homes not dilapidated but lacking 
in 1 or more of piped running water, private flush toilet, private bathtub or 
shower was more than twice as high among nonwhites as among whites (35 
percent as compared to 17 percent): 

Although home ownership rose sharply among nonwhites during the decade 
1940-50, nearly two-thirds of the nonwhite households in nonfarm areas were 
still renters in 1950 as compared with 45 percent of white nonfarm households. 

We offer evidence found in 1950 Census of Population, covering 168 standard 
metropolitan areas. These data show a marked difference between whites and 
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nonwhites in the pattern of growth within standard metropolitan areas during 
the decade. The increase of the white population within the central cities was 
10.1 percent in contrast to 35.9 percent outside of these cities; the increase of the 
nonwhite population was 48.3 percent within the central cities and 32 percent 
outside. These figures, based as they are on the overall average, tend to obscure 
the striking contrast that exists in the cities showing significant increases of 
nonwhite population. In the vast majority of these cities, practically all of the 
population increase for nonwhites has concentrated in the central city while the 
bulk of the increase among the white population is shown outside of the central 
city. 

In short, the prevailing pattern is that of a central city, with rapidly increasing 
and spreading residency by racial minorities, ringed by expanding relatively new 
all white suburban areas. The conditions under which these new areas are 
developed and sold or rented effectively retain them as white residential areas 
whether or not racial restrictive covenants are used. Significantly, it is these 
nreas into which most new residential construction has taken place. 

The National Association for the Advancement of Colored People has con- 
sistently urged that the Congress, the executive branch of Government, and the 
courts eliminate the blight of second-class citizenship from the housing field. 

Our efforts have been partly successful in that we have ended court enforce- 
ment of racial, restrictive covenants. Where there is a willing seller, and a 
colored purchaser has the money and access to lending resources, segregation 
is ending in many old-housing units in metropolitan areas. 

In contrast, where new housing is built with the help of the resources of the 
Veterans’ Administration, the Federal Housing Agency, and other Federal 
avencies, there is an iron-clad policy of building whole cities for whites only. 

The classic example of this is found in Bucks County, Pa., in a development 
known as Levittown. The builder of this development could not have done so 
without the aid of the Federal Government. To many, he may be the example 
of a successful builder, but, in the eyes of minority group members who are 
denied housing by him solely because of race, he is a symbol of the encroach- 
ment of police-state methods in America. 

The present policy of restriction in the housing field is a startling repudiation 
of all that the traditional supporters of free enterprise are supposed to stand for. 
Can anyone imagine the automobile industry restricting its sales to whites 
only? Can anyone imagine a man who wants to sell refrigerators ignoring a 
substantial part of his potential market simply because that market is not white? 
Yet, this is exactly what is happening in the real estate and housing field. 

Those who have new housing to sell or land that is available for development 
must give assurance to lending institutions and often to local governments that 
the housing and land will be used for whites only. There is not a single top 
Federal official in the housing field who does not know this is happening and 
who does not by action or failure to act help to continue it. 

The current policy of the Housing and Home Finance Agency is to make a lot 
of noise about the existence of the problem but do nothing about it. The HHFA’s 
approach to the minority housing problem is like shooting off fireworks to scare 
away evil spirits. 

Again and again, there have been pronouncements and meetings about the 
problem of minority-group housing. Coming out of these meetings, one is keenly 
aware of the fact that the Housing and Home Finance Agency believes that the 
solution to the problem of minority-group housing is the building of more segre- 
gated housing rather than intergration into existing structures. 

The latest report from the Housing and Home Finance Agency indicates that 
on May 16 Administrator Albert M. Cole announced that he would call to Wash- 
ington representatives of 25 big Negro life insurance companies and banks in an 
effort to get more mortgage money into housing for minorities. 

Let us suppose that these lending institutions do provide more funds. The 
immediate question which arises is what effect will this have on the segregated 
housing patterns in Levittown, Pa., or, indeed, in Montgomery County, Prince 
Georges County, and Arlington County, Va.? We might also ask what effect 
additional money will have on problems presented by slum-clearance programs 
which are reducing the land space available fo colored homeowners and renters 
in Baltimore, Md., Birmingham, Ala., Savannah, Ga., and other cities without 
adequate plans to see that the persons displaced are rehoused or given an op- 
portunity to return to the area when it is redeveloped. 

We have placed this problem before Congress and housing officials and the 
President many times. 
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A comprehensive suggestion for providing a remedy was submitted to Ray- 
mond Foley, Administrator of the Housing and Home Finance Agency on Jan- 
uary 11, 1952. Mr, Foley and his aides took the suggestions under advisement. 
Nothing was done to correct the problem. 

When the new Administrator took office, our organization met with him on 
March 15, 1953, to discuss the problem and to make recommendations for correc- 
tion. During that year, we had additional meetings with the Administrator on 
May 7 and July 22. It is significant that in the July 22 meeting seven major na- 
tional organizations also urged the Administrator to act on this problem. 

When the President sent his housing message to Congress on January 25, 1954, 
it contained a reference to the problem of minorities in the housing field as well 
as a promise that something would be done about it. Questions on what would 
be done have been raised with the President from time to time by various organ- 
izations, including the NAACP, 

On April 7, 1954, Miss Ethel Payne, Washington correspondent of the Chicago 
Lefender, asked the President in his press conference what was being done to 
implement the promise of his January 25 message. At that time, he said he 
would look into the matter. On May 5, 1854, the same reporter asked what had 
been learned when he “looked into the matter,’ and the President suggested that 
she check with the housing agencies for her answer. 

The New York Times of August 5, 1954, carried this version of what the 
President said at his press conference on the previous day when he was asked 
about minority housing policies: 

“He had tried as hard as he knew how to have accepted this idea, that where 
Federal funds and Federal authority were involved, that there should be no 
discrimination based on any reason that was not recognized by our Constitution. 
He would continue to do that.” 

On August 11, 1954, the National Association of Real Estate Brokers asked 
President Eisenhower to instruct Government housing agencies to revise their 
policies so that Government assisted housing would be open to all qualified per- 
sons without regard to race. 

As is usually the case, when Government agencies are confronted with mount- 
ing displeasure from people who are the victims of an injustice, the Housing 
and Home Finance Agency has chiefly relied upon high-sounding conferences to 
sidetrack efforts to obtain basic correction. 

One such conference was held by the Administrator of the Housing and Home 
Finance Agency on December 9 and 10, 1954. More than 40 leading organiza- 
tions of the country were represented at that conference. The overwhelming 
majority of those present subscribed to these recommendations which were pro- 
posed by the National Association for the Advancement of Colored People. 

The role of Government in the national economy is to maintain a free and 
competitive market. To fulfill this function in the field of housing, the Govern- 
ment must require that builders, lenders, and any others who receive Federal 
aid of any kind for housing programs agree that renters or buyers will not be 
denied such housing on the basis of race. This condition must apply to all 
Federal housing activities. This policy will require the following: 

1. All public housing must be open to tenants without regard to race. There 
will be no more white and colored projects. Tenant selection will be made on 
the basis of need for housing rather than on the basis of race. 

2. There will be a contractural requirement that all housing and other facil- 
ities such as parks, playgrounds or hospitals erected or developed on land 
assembled through loans or grants under the slum clearance and urban redevel- 
opment program and the urban renewal program would be open to all renters, 
buyers, or users without regard to race. 

3. On all housing on which there is FHA insurance or VA guaranty or a 
commitment for such insurance or guaranty, there shall be a contractual agree- 
ment binding on those who own the property or control the sale or rental of 
such property that there shall be no discrimination against persons seeking to 
lease, rent or purchase such property on account of race, creed, color or national 
origin. 

We believe that the above position is the only honorable and legal position 
that the Federal Government can take in this matter. It is also in line with 
President Eisenhower's policy of not permitting Federal funds to be used to 
promote racial discrimination. 

At that time, the HHFA promised that in the near future there would be 
some action on the problem. To date, the chief action taken by HHFA is to 
endorse and support a program of segregated housing sponsored by the National 
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Association of Home Builders. The home builders have announced that they 
would attempt to set aside 10 percent of their new housing for minority group 
occupancy. In the fine print, however, the National Association of Home 
Builders has made it clear that this 10 percent will be built on suitable sites. 
In other words, this housing will not only be segregated, but it will also be built 
on land that nobody else wants. This usually means that it will be close to a 
rendering plant, the city dump, or an abandoned graveyard. 

The Housing and Home Finance Agency has given a great deal of publicity to 
the so-called voluntary home mortgage credit program. Members of this commit- 
tee will remember that in the 88d Congress this same problem was presented as 
it had been in previous Congresses. At that time, the Administrator of HHFA 
quite properly went on record as opposing any program which would give any 
special treatment to colored people, but he also clearly indicated that the HHFA 
would wink at the special mistreatment accorded the colored homeseeker. He 
pledged that if voluntary efforts to solve the housing problem of colored people 
failed to produce results his Agency would explore other means of making funds 
available for minority group housing. He did not promise that he would require 
lenders, builders, and others who benefit from the Federal program to open new 
housing to all without regard to race. 

This is a very late date in the history of the human race to have a great Nation 
such as ours set up special programs for one group of citizens. If the suggestions 
recommended at the December 9 and 10 conference were now in effect, the greatest 
part of the housing problem would be behind us. 

The trouble with HHFA is that it does not want a proper solution to the prob- 
lem. The real purpose of calling conferences such as that held in December and 
the forthcoming meeting of lenders and real-estate men is to try to get some 
endorsement of a program for segregated housing. 

We believe that legislation which will provide additional public housing units 
which will help to clear the slums and which will make housing available to the 
thousands of people who need it should be passed by Congress. But we also 
believe that this legislation should contain proper safeguards so that not one 
penny of Federal money will be used for housing that will be segregated on the 
basis of race. 

We point out that blame for failure to include this proposal cannot be laid at 
the door of the South. On the full committee are two Senators from New York, 
one from Illinois, one from Delaware, one from Oregon, one from Indiana, one 
from Connecticut, one from Ohio, one from Utah, one from Maryland, and one 
from Maine. Thus, on this 15-man committee, 11 members come from the North. 

Therefore, we urge that the following amendment be incorporated in whatever 
bill is reported out by this committee: 

“The aids and powers made available under the several titles of this act are 
not to be conditioned or limited in any way on account of race, religion, or national 
origin of builders, lenders, renters, buyers, or families to be benefited.” 


Senator SparKMAN. Next we have the National Conference of 
Catholic Charities, the Right Reverend Monsignor John O'Grady. 
Monsignor O'Grady, we used to have you with us rather often. It has 
been some time since I have seen you in these parts. We welcome 
you back. 

Public housing 


STATEMENT OF MSGR. JOHN O'GRADY, SECRETARY, NATIONAL 
CONFERENCE OF CATHOLIC CHARITIES 


Monsignor O’GRapy. It gives me great pleasure to have the oppor- 
tunity to appear once more before this committee and tell you some 
of my old stories. One of the things I hoped for in the 1954 amend- 
ments was that we might be brought face to face with the housing 
realities in various cities of the United States and that we could come 
to see clearly that without more housing and without more public 
housing, and without more middle-income housing it would be im- 
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possible for us to go ahead with all of these vast public improvements 
that were envisaged in the amendments to title 1; and that that would 
really wreck our cities. 

That was what would probably happen. It would wreck a city 
like Chicago, or Detroit, or Pittsburgh, or any one of the other large 
cities in which I have had an opportunity of operating, not simply 
on a theoretical basis but on a local neighborhood basis. 

I hoped and contended and made a statement, which was published 

1 Detroit in the newspapers there, and was in controversy immedi 
ae ly with the mayor and officials of the city of Detroit. I had claimed 
what they were doing in the city of Detroit in the way of public 
improvements was spreading more and more blight. I still make 
that same statement about Detroit. I must say in deference to the 
administration and to Mr. Cole and his subalterns that he held up 
Detroit for a considerable period of time in this last year because we 
kept. on pointing and saying, “here is an area where blight has been 
spread by these public improvements.” It was a question of facts 
and we had the facts with regard to those cities, although it is very 
difficult to get them. 

For instance, in one city I made a statement about what was hap- 
pening in Pittsburgh. Some of the newspaper boys said, “we are 
sorry, We cannot publish your statement in its entirety. There is too 
much of an investment in this program and in these public improve- 
ments, so we cannot publish that statement. We would like to pub- 
lish it. We agree with you, but we have all of these public improve- 
ments and people are very jittery about them. There isa large capital 
investment.’ 

That is one element of the many elements that are making this 
program confusing. 1am appalled by the confusion and our inability 
to clarify it and ¢ Jear up the issues locally. Planners are going ahead 
with these vast programs. Forward-looking city administrations are 
going ahead with them without reckoning with the fact that they 
are not meeting the housing problem. 

Our good friend Congressman Wolcott said—and I will say in all 
due deference to him that I respect him in many ways—we had just 
about made an end to public housing in a short time. If that is what 
we have done then we ought to be able to face the need. How will we 
provide these improvements and provide housing? There is not a hope 
of providing it. If you eliminate that there is not a hope of providing 
uny housing for the minority groups he talks about and in which 
we are all interested. 

As a student of African affairs I am naturally interested in racial 
relations in the United States also. I have worked in local neighbor- 
hoods in Chicago in order to try to struggle for integrated neighbor- 
hoods, but I see what is happening. They are pushed more and more 
into these crowded areas. That is what is happening all oe the 
country, I am afraid, in all these redevelopment programs. I do not 
know whether there is any hope. 

I had hoped that those who were advocating and promoting these 
programs might stop, look, and listen to see what was h: appening to 
the housing supply. I have seen in city after city that they have a con- 
stantly bad situation on the supply of houses. ‘They give me overall 
figures. Overall figures do not prove anything to me about this 
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neighborhood in Chicago, or this one here out of which 1,200 families 
will be cleared immediately. It does not tell me a thing. 

They tell me about all of these housing units which have been built 
in that city but they are entirely in the upper income groups. The 
houses I have seen under construction and those which are finished in 
the past year, have been designed for middle-income groups. 

I spent almost 2 days with the President’s Committee on Housing 
and discussed city after city with them, and discussed what they are 

going to substitute for public housing. I said I would be glad to 

endorse any constructive substitute. That is what I have been saying 
since I have been associated with the beginning of this movement. 
Many times, I think the late Senator Taft said the same thing and I 
said it to him many times. 

I said I would be willing to abandon my indorsement of public hous- 
ing if anybody can provide a substitute. Here they come along with 
ell of these reckless statements about its relationship to delinquency. 
I have certainly given as much atention to delinquency locally as 
probably almost anybody because I have been in these turbulent 

neighborhoods. 

I do not see how any person who has a constructive point of view 
and believes we should proceed in a democracy on the basis of careful 
analysis, can believe that by citing a few figures in regard to Houston, 
Tex., that that is an argument for their contention that public housing 
is contributing to the spread of delinquency in the United States. I 
have been in as many public housing projects as anybody else. Here 
nnd there some of them are poorly administered. I will have to say 
that. 

Of course, we have been pushed more and more by the talks on the 
floor of the United States Senate into the position of taking care of 
the very lowest-income families. I never thought we would get to 
the point of taking care of very low-income families. But even with 
that I do not believe one can establish a case for the statement made by 
the representative of the real estate boards that public housing is con- 
tributing and is an important factor in juvenile delinquency in the 
United States. 

That is a careless and reckless and an irresponsible statement in 
my judgment. I do hope that this committee can face the facts in re- 
gard to public en It is practically gone at the present time. I 
think contracts have been signed for 242 units, as IT remember it, last 
year. And before the « authorization expires on July 1, I believe they 
are hoping against hope they may get 10,000 or 12,000 or 15,000 
units, and may get agreements in respect to annual contributions and 
loans. 

It is possible they may be able to get a number for New York City 
and from Puerto Rico, but I do not see much hope of getting any fur- 
ther contracts throughout the country that will have any large in- 
fluence on this whole housing program. Even if this proposed amend- 
ment is adopted and we get 70,000 units for the next 2 vears and then 
we make a gesture toward not limiting it to those whose houses are 
being torn down, you see, before they can find admission to public 
housing, it does make a slight improvement. These present amend- 
ments of yours make a slight i improvement in that, but not very much. 
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Senator Sparkman. I think you will agree with this: What they 
do is to remove those restrictions that prev ented anything from being 
done during the present year, and make it possible to have the 70,000 
plus the carryover for this year carried out during the next 2 years. 

Monsignor O’Grapy. I think it is an improvement. 

Senator SpaRKMAN. But what you mean is it does not actually 
attack the problem in the manner in which it was contemplated in 
the act of 1949 when it was passed ? 

Monsignor O’Grapy. That is right. In other words, with this 
displacement in these various cities. For instance, you have this 
project in Hyde Park in Chicago of 1,200 families which are to be 
moved out very soon. I have seen that in city after city. And where 
do these families go? Of course, they keep on telling me, some of 
the public-housing people keep on confusing me and saying that we 
have an aclequate housing supply. I suppose they might have for 
another year because they have some of the old projec cts on which they 
are still working. I think you will find in some cities you have these 
older projects. 

[ agree with you, Senator. It isan improvement. I have been asso- 
ciated with the National Housing Conference since its foundation 
and happen to be one of its founders, and I agree with its policy that 
we ought to return to the 1949 act, if we are going to meet the need 
for families that are living in slums. My own experience is that the 
slum conditions are much worse than they have been. Overcrowd- 
ing is great and the fire hazards are very great. I know many of the 
cities in which if all the fires that occurred were reported, that would 
amount to a public scandal. 

But nobody seems to be interested. You cannot raise too many 
questions in these cities. They say, “You will destroy our great public 
improvement programs here.” But I have to keep on asking, “What 
are you going to do about housing and what are you going to do about 
housing programs?” In the northern cities today public housing is 
regarded as minority housing. I am not too much concerned about 
that. I want to say that these folks have the same right to be housed 
as any of us have. No matter what the color of a man’s skin I still 
think he isa man forall that. Iregard him as my equal anyhow and I 
think he has the same rights I have to be properly housed, and TI will 
certainly work for that objective. 

Of course, sections 220 and 221 have never gotten off the ground. 
I am afraid that FHA, due to your studies last year and the long 
inquiry you made into section 608 and the fabulous fortunes that were 
made on section 608, has become more conservative. I had been hoping 
they might be able to give some higher values and would be able “ 
get these sections 220 and 221 under w ay. I felt possibly that was 
hope. But now I am not so sure, with the present mentality of FH A 
and with their very low values, which is a reaction against their be- 
havior in the past. I do not know how we are going to get any 
middle-income housing here. 

In cooperative housing I supported the original bill on that which 
this committee also supported. I am still in favor of it and am still 
in favor of these long-term loans. I am in favor of every effort made 
by the CIO and A. F. of L., and everybody else to get some middle- 
income housing. I think we are inevitably going to have serious 
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repercussions in our cities from this entire lack of a housing pro- 
gram. I think you are going to have more and more irritation in these 
various ne ighborhoods - in our cities. 


Somehow they have been able to keep it under control so far, but 
I do not see any hope if this present housing situation lasts and be- 
comes worse, as I expect it will become worse. Then I think we are 
facing rather difficult conditions in American cities, which are bound 
to have their repercussions throughout the entire country. 

i have submitted this brief statement for your record, Senator. 

Senator Sparkman. The statement will be printed in full in the 

cord. 

Monsignor O’Grapy. That is fine. 

Senator SparKMAN. And we certainly appreciate your very fine 
and thoughtful statement. 

Any questions, Senator Payne? 

Senator Payne. No questions. 

Senator SpaRKMAN. Thank you very much, Monsignor O'Grady. 
(Monsignor O’Grady’s prepared statement follows :) 


Public housing 


STATEMENT OF Rr. Rev. Mscr. JOHN O'GRADY, SECRETARY, NATIONAL CONFERENCE 
oF CATHOLIC CHARITIES 


During the past 3 years I have been greatly interested in the relocation of 
families that have been displaced through slum clearance and other improve- 
ments in American cities, such as highway construction, the acquisition of land 
for business, and medical and educational centers, as well as for the con- 
struction of new housing. I have had an opportunity of observing what has 
been happening as a result of this program in a number of cities, including 
Chicago, St. Louis, Detroit, Cleveland, Pittsburgh, Boston, and New York. 

| was filled with a new hope by the Housing Amendments of 1954, which were 
designed for all intents and purposes to provide new implements for the re- 
development of American cities. From the very beginning I had question as 
to whether they could be effective without an adequate housing supply. 

in talking to people in different cities about relocation, and the extent to 
which it is contributing to the further spread of blight, I find a great variety 
of reactions. For example, in one city newspaper reporters apologized to me 
for their inability to publish in its entirety my statement in regard to the ex- 
tent to which new developments in that city were contributing to the spread 
of blight. They stated rather frankly that they agreed with everyhing I said, 
snd the same is true of the city editors, but they were under commitment 
to the business interests who were gravely concerned about the success of 
some of the new projects in the city that involved considerable private invest- 
ment. They were afraid lest too much public discussion might interfere with 
the rental of new office buildings. They pointed out, moreover, that the city 
administration was committed to the new developments but it had failed to 
give sufficient thought to the question of housing supply. 

Recently, I talked to the foremost leader in housing and urban redevelopment 
in one of the larger cities. I discussed with him a project that had recently been 
approved. I pointed to the pressures that were being used in getting the people 
who now occupy the housing units to vacate them. Then I asked him whether he 
conld point out the sections in the city in which decent, safe, and sanitary housing 
was available for the people who would be dislocated by the new project. As far 
as I can recall it involved some 1,200 families. I received the usual stereotyped 
answer: We have public housing available. Then I reminded him of the fact 
that available information showed that not more than 30 percent of the people 
to be displaced would qualify for public housing. I kept insisting that I was 
thinking of housing within the income limitations of those who did not qualify 
for public housing. Finally he said, “There is no housing available at the 
present time for these families and if we can’t find housing we cannot go through 
with the project.” 
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The Senate Committee on Banking and Currency is well aware of what the 
1954 amendments to the Housing Act did to public housing. Briefly, they limited 
public housing to those who were actually displaced by public improvements of 
one kind or another. In other words, the only people for whom public housing 
was to be available were those whose homes were in process of being demolished. 
The original purpose, as I understand it, of public housing, was to take care of 
slum dwellers—to help us to find substitute housing for those who were living 
in slums and who could not pay the rents that private capital was compelled to 
charge. 

Now, we have limited it to slum dwellers whose living quarters are in the 
course of demolition. As far as I can see from my observations in the cities 
in Which I operate, we haven’t vet seen the complete effects of the change made 
in public housing in 1954. City housing authorities tell me—‘we have an ample 
supply of public housing. We have commitments on 1,000 or 1,500 projects that 
have not vet been constructed.” But I think a close examination will indicate 
that these projects represent leftovers from other years and I am inclined to 
helieve that the number of units for which the Federal Government has made 
definite commitments will be exhausted within the next year. Then we will 
understand the meaning of the 1954 amendments and what the Appropriations 
Committee has been doing to public housing since that time. I understand, for 
example, that for the 85,000 units authorized for this past vear, commitments 
have been made by the Federal Government for about 100 units. There is not, 
therefore, too much hope that the public housing program as it now stands 
will be able to provide even for those whose houses have been demolished after 
this present year. 

In my appearance before the President's Advisory Committee on Housing, 
I emphasized the point that I have been stressing for the past 20 years now: 
That as soon as the business interests are able to provide a substitute for public 
housing I would be willing to withdraw my support from the program but I also 
pointed out that so far no satisfactory substitute has been devised and that 
those who want to abolish public housing should then announce to the people 
in clear terms that they were going to destroy the program, come what may 
It will be remembered that the President in his message to Congress on January 


or 


25, 1954, recommended that the public housing program be continued at the rate 
of 35,000 units a year for 4 years, but that in the meantime efforts should be 
nade through a dynamic approach on the part of FHA to provide a substitute 
for public housing. 

Sections 220 and 221 represented the answer of the Congress in 1954. Section 
220 was supposed to provide for new rental housing for those who were displaced 
by public improvements and also for the repair of old houses. Section 221 was 
to provide owner-occupied houses costing $7,600 or less in low-cost areas and 
$8,600 in high-cost areas. As I understand it, up to date no application has been 
made under section 221 so that in the area of middle-income, housing, FHA has 
virtually come to a complete standstill. It is not too difficult to understand this 
situation. This committee has made a fairly complete study of the huge profits 
that were made under the original section 608 of the Housing Act. It then 
changed the definition governing the mortgage amounts insurable from “estimated 
replacement cost’ and read “estimated value” under section 213 and 229. The 
result has been that FHA is making such exceedingly low evaluations that 
financing cannot be secured to build these necessary homes. 

For many years I have been stating before the House Committee on Banking 
and Currency that it is important to bring the different organizations of Govern- 
ment dealing with housing together in closer working relationships. I believe 
that Mr. Cole has made a genuine effort to bring them closer together just as I 
believe that he and his associates have made a genuine effort to secure proper 
relocation programs. They have been looking for more and more evidence of 
constructive relocation programs in the different cities but they are confronted 
with the hard facts of the situation, with the tremendous drive of business 
organizaious for public improvements and with the fact that these public improve- 
ments are going to contribute further to the spread of blight so that blight, 
instead of being decreased or eliminated, is increasing more and more each year. 

While I presume that Mr. Cole has made considerable progress in bringing 
the various agencies in Washington together in developing a unified program 
here I haven’t seen too much evidence of a unified approach as yet in the different 
communities. I am hoping that we may be able to secure such a unified pregram 
in at least a few cities in the United States. 
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The tragedy of the existing housing laws, and of their administration at all 
levels, local and Federal, is the emphasis on business and financial gains to be 
realized through slum clearance and urban renewal, while the vital human element 
involved is almost totally neglected. Perhaps the law dictates that result. But 
i must state that until we reverse the procedure and give first consideration to 
the people to be displaced by public actions, and make certain that they are ade- 
quately housed, there will be no business and financial gains from these programs. 
There will be no slum clearance and urban renewal of substance. Today’s 
misdirected enthusiasms will return to mock us. 

We need first to plan a public housing program that will meet the needs of 
families living in slums. Of equal if not greater importance to the prompt 
functioning of urban-renewal programs, there must be Federal credit assistance 
that will permit displaced families of middle income to secure standard shelter. 
These are families forced to live under slum conditions because they cannot 
afford proper homes supplied through private channels, yet they are ineligible 
for public housing because of comparatively high incomes. These families repre- 
sent more than half of those to be displaced. When we meet their problem and 
that of low-income families, we can then hope to achieve slum clearance and 
urban renewal. 

Senator Sparkman. Our next witness will be Mr. Henry Du- 
Laurence, chairman of the legislative committee, National Apartment 
Owners Association, Inc. Will you come around, please ? 


STATEMENT OF MR. HENRY DuLAURENCE, CHAIRMAN, LEGISLA- 
TIVE COMMITTEE, NATIONAL APARTMENT OWNERS ASSOCIA- 
TION, INC. 


Mr. DuLavurence. Mr. Chairman, I will be town tomorrow and I 
will be glad to testify tomorrow morning. 

Senator SparkMAN. I am afraid we have probably even a fuller 
schedule tomorrow than today. Usually as we get toward the end 
of the hearings the list of witnesses backs up and that is what we are 
up against right now. I hate to be in the position of hurrying you 
but it cannot be avoided. 

Mr. DuLavrence. Mr. Chairman, my name is Henry DuLaurence. 
I come from Cleveland, Ohio, and represent the National Apartment 
Owners Association. I am going to summarize as much as I can. 

Senator Sparkman. Your full statement will be printed in the 
record at the end of your remarks. 


Public housing 


Mr. DuLavrence. We have been impressed with the amount of 
testimony that has been presented here on the requirements for public 
housing for low income groups. I would like to take you to page 6 
of my statement and just paraphrase a few words. 

Public housing since its inception has been both endorsed and 
condoned on the theory that it was publicly subsidized housing for 
the lowest income group—presumably unable to properly support 
itself. We have found in our checking of public housing that families 
are permitted to live in public housing who earn up to $4,200 a year. 
As a matter of fact, it does not stop there, because there are various 
deductions that are made before the net permissible amount is 
reached. These deductions include union dues, social security pay- 
ments, pension contributions, specialized tools and clothing, certam 
medical deductions, working-mother deductions, $100 for minor 
children, minors’ earnings, ete. 
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So that you could earn $5,000 and over and still live in public 
housing. Let us take $4,000 as an average figure. When you con- 
sider that 40 to 45 percent of our families are earning less than $4,000 
you realize that public housing as it is being used today is not being 
furnished to the people of the low income groups. 

I believe this is all a question of ideology. I think most of 1 
would go along with the fact that public housing is necessary ae 
that there is a need and a use for public housing, provided that that 
public housing is furnished to the people of the lowest income groups 
who need the governmental] help and public assistance. 

I would like to turn now to page 11 and down to the title of “People 
need help under FHA title I loans.” 


Home repair and modernization 


The usual problem of modernizing his home has been reversed for 
the average home owner under FHA title I. Contrary to the general 
rule, now “ample money is available for rehabilitation, but once pro- 
cured the average householder does not know what to do with it. 

Over 6 million loans have been made under FHA title I and yet, 
very little of it is evident in the large cities where it was to do the 
most good. There is evidence of rehabilitation and attempted mod- 
ernization, but most of it is of such poor quality that no fundamental 
improvement has resulted to the large cities. 

It is apparent from the number of loans made under FHA title I 
that literally millions of people wish to modernize their property, but 
unfortunately do not know how to redecorate, rehabilitate or remodel 
« home. They frequently know what they like but almost invariably 
do not know how to achieve it. Consequently, a great deal of money 
is wasted through poor rehabilitation, poor planning, useless work, 
which, once the newness wears off, causes worse looking slums than 
we had before. We propose: 

1. That every city certifying under section 220, hire or provide for 
the services of at least one architect, whose duty it will be: 

(a) to furnish examples of modernized facades of the types of 
homes indigenous to the city, and 

(6) to provide architectural advice to prospective rehabilitators at 
moderate cost. 

2. Where cities do not provide architectural assistance to their 
citizens it be made a requirement under FHA title I that such assist- 
ance be procured by the borrower on a minimum basis. 


Slum clearance and urban renewal 


Now I would like to discuss various pictures to show you the problem 
that exists. I would like to take the Senator away from Washington, 
where housing is comparatively good, talking from an architectural 
point of view, and take you to some of the cities in the middle west 
and up north in New E ngland mill towns where most of the housing 
is wooden and is of heterogeneous character and very poor 
architecture. 

This is the sort of rehabilitation that is found everywhere in Cleve- 
land. There are literally thousands of them. It is expensive reha- 
bilitation. This so called rehabilitation costs anywhere from $1,400 
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to $1,800 todo. Actually, I think it is a waste of money. The people 
who put money into this work have a house that is worse looking after 
3 years of gathering dust and dirt than their original house. 

Here is another house of the same type. Now let me show you what 

‘an be done if people know what to do with a house. This is what 
you can accomplish if you know what to do with the money you are 
spending for rehabilitation. This good rehabilitation costs approxi- 
mately $600 to do. This poor rehabilitation costs approximately 
51,400 to do. 6 million FHA title I loans have been made, many of 
which have been used for outside rehabilitation. Most of the money 
has been wasted on the type of treatment shown you in the first 
photograph. 

Let me show you another picture of the same sort of thing. This 
is called a rehabilitation and the people who did this wasted their 
money. It probably cost them $800. The people who did this 
covered this house with a yellow brick siding, which does not improve 
the building. Even after this work it is still a slum property. This 
is the same piece of property after it is rehabilitated properly. This 
good modernization cost $250 to do and this poor one about $800 to do. 
Chat is what we were referring to when we testified that people do not 
know what to do to rehabilitate their property. 

This is a picture of what people consider rehabilitation. Actually 
there is no imagination shown here whatsoever. All the people did 
was just cover this house with a shingle siding. This is the same 
type of home before rehabilitation. Here it is after rehabilitation. 
This is really an improvement. This is the sort of thing we are talk- 
ing about as desirable vet this would cost only about $450 to do. This 
aluminum siding cost almost $2,000 to do. This is again the sort of 
thing which can’t be considered good remodeling. We would like to 
suggest that some string be attached to Title I loans which would 
require architectural help. If we do this for urban rehabilitation 
we will accomplish a forward step toward our rehabilitation. Barring 
such a step we will waste additional funds just as a good deal of the 
8 billion already loaned has been wasted. 

Senator SparKMAN. Take a rehabilitation job such as you pointed 
out, which costs $500 to $1,000. How much would it cost the bor- 
rower if he had to go to the expense of getting the services of an 
architect? IT assume it will be settled on some kind of mass basis so 
that the cost would not be so great ¢ 

Mr. DuLavurence. Yes. This is the plan we developed in Cleveland 
in order to give people architectural help cheaply. I have been 
giving talks on modernization throughout Cleveland, and the plan 
developed from those talks 

Senator SparkMAN. I think there is a great deal in what you say. 
[ know the average person who simply gets a rehabilitation loan 
from his bank and without any help goes out and—I started to say 
patches up his house but I do not mean that exactly. He is going 
to do his best to bring it to a good condition and put it in present: able 
shape, as best he knows how, but he knows nothing about the little 
changes in design which would make it a much more attractive place. 
How can that be done on a practical inexpensive basis ? 
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Mr. DuLavurence. That was one of the problems we faced. We 
discovered that if we had to retain architectural help for each house 
it would cost the owner about $150. 

Senator SpaARKMAN. That is why I asked the question. I 
that. 

Mr. DuLavrence. I had been talking on preferred modernizations 
from these enlarged photographs. I though perh: aps these might be 
used for architectural drawings. We had a few pictures enlarged. 
Let me show you this one which was enlarged. I took this to an 

irchitect and explained the problem. I told him these people can’t 
mead $150 for fees, yet they need architectural help. What can we 
accomplish from the picture at minimum expense? We though per- 
haps this work could be indicated by changing the pictures so the 
owners would know how to proceed. 

Well, some architects have agreed to go along with this plan. 
Essentially the plan is as follows: You take a picture and have the 
picture blown up for $1.50. Then you take it to an architect. He 
will make a drawing off the picture indicating desired changes. This 
will cost owner about $15. The home owner will know what the archi- 
tect suggests for him to do at moderate cost. 

Senator SparkMAN. I can see that the home owner would get a 
suggestion from that, but it has to go beyond that it seems to me. 

Mr. DuLavrence. No. Good rehabilitation is primarily a question 
of good ideas, and knowing what to do with the house. 

Senator SPARKMAN. You think the homeowner with the carpenter 
he hires can carry out the design ? 


realize 


Mr. DuLsurence. Yes, we believe he can, of course this sort of thing 
can be a do-it-yourself project too. A carpenter can follow this pic- 
ture plan. Certainly the results would be better than some of the 
sort of things that are being done. This picture shows a treatment on 
4 two-fami'y house. We urge that something like that be done. If 


we don’t do something all of this FHA title I money will be wasted. I 
os it was a wonderful thing for Congress to make this money so 

eadily available for the people, but I do believe they have to be taught 
whet to do with it. 

Senator SparKMAN. Do you not think that kind of a program is 
gomg to have to be organized voluntarily ? 

Mr. DuLavrence. Yes. It will be organized voluntarily, neverthe- 
less if we put a few strings on this FHA title I money I think it would 
help get people started in the right direction on their rehabilitations. 

Senator SparKMAN. Thank you very much, Mr. DuLaurence. You 
have given us a very interesting presentation. I only regret we do not 
have more time. But your full statement will be carrie .d in the record. 

Mr. DvuLavrence. Thank you very much. 

(Dr. DuLaurence’s prepared statement follows :) 


STATEMENT OF HENRY DULAURENCE, CHAIRMAN, LEGISLATIVE COM MITTEE 
APARTMENT OWNERS ASSOCIATION, INC. 


E, NATIONAL 


My name is Heury DuLaurence. I come from Cleveland, Ohio, and represent 
the National Apartment Owners Association. This association, the largest 
rental association in the country, is very appreciative of the privilege of being 
able to come before this committee to gives its views on the amendments proposed 
for the Federal Housing Act of 1954. 
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The National Apartment Owners Association represents owners who reni 
property for dwelling purposes. They are the bulk of our membership. Mem- 
bership emphasis is placed on owners of rentals whether small homes or apart- 
ments. As such, we believe we are closer to the housing situation than any of 
the other real-estate groups. We are the investor and the ultimate consumer of 
much which these other groups sell, build or promote. 

We have asked to appear before this committee in the hope that the combined 
knowledge and experience of tens of thousands of owners may be helpful in 
answering some of the questions which will undoubtedly be raised during the 
consideration of the housing legislation by this committee. Large and small— 
we operate housing. Housing is our business. 

In reviewing the legislation now before this committee for its consideration, 
we see that it is largely concerned with changing only a part of the 1954 housing 
bill: namely, provisions limiting the use of public housing. The 1954 bill as 
written included certain restrictive provisions that public housing be used as part 
of urban renewal providing for family relocation. It was part of a large, well- 
conceived housing program. Public housing was not a means to an end but a 
tool for urgently needed slum elimination and urban renewal. 

We believe that Congress acted very wisely indeed during its deliberations 
on the 1954 bill. We believe these limitations were constructive heeause they 
would promote and facilitate an urban renewal program which is recognized 
as one of our serious metropolitan problems. It is only with such provisions 
written specifically into the bill that we will be able to insure that public housing 
would be used for the greatest possible number of objectives which would 
include: 

(1) Provide the cities with relocation facilities to insure their ability to 
participate in a renewal program. 

(2) Provide the use of public housing for the people living on public relief 
and generally living in these renewal areas. 

(3) Provide the use of public housing for the lowest economic group of our 
people. 

(4) Give preference to veterans in the same economic classification, 


Slum cle arance and urban re newal 


The urban renewal program has run into several serious obstacles. Some of 
the most difficult to overcome are the provisions : 

(1) That similar housing must be furnished the dislocated families before 

the program may proceed ; 

(2) That no city can initiate a project on less than a 4-acre parcel of land. 
Individually each of these provisions is excellent. Concurrently they make it 
exceedingly difficult to-put a renewal plan into operation. First, because any 
family may decide that the living quarters offered were not similar or as good 
as or equal to the ones from which they are being relocated and refuse to move, 
and, secondly, one family refusing to move in any 4-acre plot of land can effec- 
tively stop any renewal program for that 4 acres unless it is offered living 
quarters which it considers acceptable. 

Because of the involved mechanics, redtape and required detail, it is im- 
perative that the largest possible area be processed at one time. This presents 
the further difficulty of evacuating simultaneously 500 to 1,000 or more families, 
many of whom may decide they are unable to find places to which to move. 
These families, if they take a negative attitude, would require local authorities 
to procure their housing for them. Quantity housing, if available, would 
simplify such a situation very materially. Contrariwise, if quantity housing is 
unavailable then evacuation of families may take a long time depending on each 
locality. Under such a situation we can very easily see that public housing, 
if it is made available to relocated citizens dispossessed from a renewal area, 
can be a very effective and helpful tool in an urban renewal program. 

It is for this reason that we of the National Apartment Owners Association 
request that provisions restricting the use of public housing as a part of the urban 
renewal program as provided for by the Federal Housing Act of 1954 be kept 
in toto and not amended in any way whatsoever. Public housing authorities 
can cooperate or not, can accelerate or delay any local renewal program without 
any reservation or direction whatsoever. We believe that the urban renewal 
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program in the 1954 Housing Act is good and that every available effort should 
be made to make it work. The restrictions set forth in the law are there because 
they are a required cog in the entire slum elimination machinery. 


Publie housing 
A GREAT NATIONAL EXPENSE 


Public housing is a great financial burden on the country not only because of 
its original cost but its continuing operating expenses. Consequently, great 
care must be used to restrict its use to: 

(1) Families of the lowest possible economic group; 
(2) Families on public subsistence ; 
(3) Localities needing housing for their urban renewal programs. 

Public housing is also a great expense to local communities where it is located. 
Public housing generally does not pay local taxes, but pays a sum in lieu of 
taxes, or 10 percent of the shelter rent. Since these payments vary from one- 
seventh to one-third of normal real-estate taxes paid by nonsubsidized citizens, 
it is obvious that only such people should be subsidized by both the Federal 
and loeal governments as really need it. 

The cost of maintaining a family in public housing varies, of course, from 
family to family and from locality to locality. However, we can furnish some 
yraphie approximate figures. Not too long ago the Louisville Chamber of Com- 
merce made a comprehensive unbiased survey of the operation of public housing 
in its community. 3ecause their findings are both complete and comparable, 
with minor variations, let us use these figures as examples. These are the 
findings for the average family based on a per capita comparison: 

Cost to city per year per family___-_______- ieee * $94. 20 
Cost to school board per year per family bikes bib “ * 82. 10 
Cost to Federal Government per year per family____- ple * 80. 50 


Total cost of yearly subsidy per family Shido ees 256. SO 


Note.—-The loss of revenue to the State was not computed. 


1 Source: Louisville Chamber of Commerce report, Public Housing in Louisville, January 
1954. 


NO INSURANCE THAT PUBLIC HOUSING WILL BE AVAILABLE FOR LOW-INCOME GROUPS 


Publie housing since its inception has been both endorsed and condoned on 
the theory that it was publicly subsidized housing for the lowest income group— 
presumably unable to properly support itself. But insufficient restrictions exist 
poth in the Federal law—and many of the local laws—to prevent abuses of this 
bigh-minded purpose. 

The Federal restrictions themselves are variable and subject to various inter- 
pretations. These variable interpretations have a tendency to encourage the 
raising of local restrictions to higher income levels than generally considered 
proper for public housing. Families may and do live in public housing that have 
an income of up to $4,200 per year. And even that is not the entire story. The 
law and administrative practice provide a type of net income as distinguished 
from actual earnings. They provide that certain deductions can be made before 
you finally determine the permitted net income for occupancy. These are 
various and include union dues, social-security payments, pension contributions, 
specialized tools and clothing, certain medical deductions, working mother de- 
ductions, $100 for minor children, minors’ earnings, etc. 

When you add all these deductions to the permitted net earnings, you find 
that a family could earn up to $5,000 per year and still be eligible to continue 
in public housing. However, let us use the $4,000 figure as permissive for 
public housing occupancy. Several questions immediateiy present themselves. 

1. Is a family earning $4,000 really in the low income class or is it just 
average? 
2. Can the State afford to subsidize a family in this economic class? 

3. How many other families are there in this country which have the 
right to ask for the same subsidized treatment by our Government? 

4. How many families would then be helping the support how many other 
families on a national basis? 
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WHAT IS THE ECONOMIC RATING OF ELIGIBLE FAMILIES 


1. The family eligible to live in public housing and earning $4,000* per year is 
in the middle third of the national economic scale. Forty-five percent of all 
American families earn this much or less.” 

2. The State cannot afford to subsidize a family in this category because most of 
this 45 percent group pay taxes directly or indirectly to support the -Federal 
Government. This is even truer in urban areas where virtually no one is exempt 
from local taxes either by direct payments or indirectly through rent payments. 

3. Under present public housing restrictions no less than 10 million American 
families could be eligible for public housing on an economic basis. No less than 
20 million families earn less than $4,000 per year. Ina time of stress would they 
not have the right to ask for equal help and equal treatment? 

4. If all these families insisted on their “moral” rights, then 30 million families 
would be helping to support 20 million families. The total cost per year would be 
stupendous, and over a period of time it would be more than any economy could 
bear without eventual bankruptcy. 

5. There are more than 34 million nonfarm families earning $2,500 or less per 
year. These should have the benefit of and first claim on public housing.’ And 
this computation should be made on actual earnings, not after numerous 
deductions. 


LIMITS SHOULD BE CUT DOWN IN PUBLIC HOUSING 


Before any consideration is given to additional public housing per se, the 
earning requirements should be cut down so as to insure that this housing will be 
available not for the lower half but the lower tenth of our economic group. The 
public housing family earning $4,000 per year can pay 20 percent of that for 
shelter. This amounts to $800 per year or $67 per month. According to 1950 
census the median rent in the United States was $38 per month. Statistics show 
that this has increased approximately 30 percent since; therefore, your national 
monthly rent median is somewhere in the neighborhood of $51 per month. It is 
therefore obvious that families in this financial category can go out and rent 
homes in the open market. What then are they doing in public housing? Why 
then should they be subsidized both by the city and the Federal Government? 
Why isn’t Public Housing filled with the $2,000 and under per year families? 


MANY OVERINCOME FAMILIES EVEN UNDER PRESENT HIGH LIMITS 


We have checked various public housing reports. These reports show that 
there are many Overincome tenants in public housing even under the present ab- 
normally high permissive earnings. Too much leeway is permitted public hous- 
ing administrators. They are permitted up to 6 months’ notice which stretches 
into a year. This wastes approximately $1,500 per family of public funds for tens 
of thousands of families who selfishly stay in their cheap quarters and prevent 
some deserving families from occupying them. It is very interesting to find in the 
Louisville Chamber of Commerce report that fully half of the tenants leaving 
public housing buy homes of their own. This fact in itself raises considerable 
question whether many of these people ever belonged in public housing. 


PUBLIC SUBSISTENCE FAMILIES ON OUTSIDE LOOKING IN 


In checking various cities we have found that only a fairly small proportion 
of families supported by public subsistence are housed in public housing. Since 
these families generally are in the lowest economic group, it would seem that 
they should have first preference in public housing. In these days of rising. gov- 
ernmental costs, it is almost ludicrous to permit high-income and over-income 
public housing tenants to remain in subsidized housing while local governments 
pay higher rents for needy welfare families to private real-estate operators. 


PUBLIC HOUSING NOT “PUBLIC” 
Most governmental activities—and especially governmental records—are open 
to the public inspection. Most States now make it mandatory for welfare rolls 


10 be open to responsible organizations wishing to check welfare applicants. But 


' Department of Commerce, Survey of Current Business, March 1955. 
2U. S. Census reports. 
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in public housing no procedure was set up to permit checking of the status of 
public housing tenants except by the Public Housing Authority. Only reports 
on overincome tenants are filed with proper authorities and such reports are filed 
on a case number basis; consequently, no way is available for even a spot check 
of tenants in Public Housing. As we have already shown, public housing is a 
serious matter taxwise to any city in which it is located. Records of tenancy 
income should be available to responsible civie groups for checking. At the 
present time, there is no way of checking except by the Administrator’s own 
statement. Inasmuch as considerable latitude is granted in the interpretation of 
the income deductions permitted tenants, some way should be established to check 
not only the rent rolls, but the executive interpretations as well. 


HOUSING NEEDS STANDBY CONTROLS? 


We know that some consideration has been given to standby controls for prices, 
wages, and rents. We would like to suggest consideration be given to the tre 
mendous amount of housing now available before any such move is made. Never 
before have we had as much housing per capita in this country. We understand 
that if standby controls are put into effect our industry probably must have them 
as well, nevertheless, we want to go on record that we believe our housing is 
overbuilt and that controls, rather than cure, would only create greater problems 
in an industry that has had more than its share in the last 12 years. It is the 
considered opinion of this association that rent control caused no small part 
of the slums and substandard area problems that we are now trying to correct. 
For the good of the Nation we should not have it happen again. 


Home improvement and modernization 


PEOPLE NEED HELP UNDER FHA TITLE I 


The usual problem of modernizing his home has been reversed for the average 
homeowner under FHA title I. Contrary to the general rule, now ample money 
is available for rehabilitation, but once procured the average householder does 
not know what to do with it. 

Over 6 million loans have been made under FHA title I and yet, very little 
of it is evident in the large cities where it was to do the most good. There is 
evidence of rehabilitation and attempted modernization but most of it is of such 
poor quality that no fundamental improvement has resulted to the large cities. 

It is apparent from the number of loans made under FHA title I that literally 
millions of people wish to modernize their property but unfortunately do not 
know how to redecorate, rehabilitate, or remodel a home. They frequently know 
what they like but almost invariably do not know how to achieve it. Conse- 
quently, a great deal of money is wasted through poor rehabilitation, poor plan- 
ning, useless work, which, once the newness wears off, causes worse looking slums 
than we had before. We propose: 

1. That every city certifying under section 220, hire or provide for the 

services of at least one architect, whose duty it will be: 
(a) To furnish examples of modernized facades of the types of homes 
indigenous to the city; and 
(b) To provide architectural advice to prospective rehabilitators at 
moderate cost. 

2. Where cities do not provide architectural assistance to their citizens 
it be made a requirement under FHA title I that such assistance be pro- 
cured by the borrower on a minimum basis. The importance of this cannot 
be overemphasized. 


CONCLUSION 


Urban renewal is one of the great internal problems of our metropolitan areas. 
Slums and substandard areas are leaving their mark on our American social 
structure. Were it not for our international problems certainly these debilitat- 
ing forces would have received much more prominence and attention in the last 
few years. 

A start was made under the Housing Act of 1949 to give cities both the tools 
and the money to help get rid of this social cancer found so frequentty in- our 
large metropolitan areas. Attempts were made under this law to eradicate this 
blight. As more and more studies were made it became obvious that additional 
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tools were necessary in order to circumvent problems that had not previously 
been foreseen. 

The 1954 law was written so as to try to facilitate this effort and to overcome 
these new problems. The law contained several restrictive clauses on the use 
of public housing built under its provisions providing that such public housing 
be used in conjunction with the urban renewal programs. Since the use of this 
public housing is also subject to the usual tenant restrictions it is impossible to 
see how any damage can be done either to a local housing program or to the 
people in need of public housing if these restrictions remain. 

In considering this question we must concede that as long as cities are required 
to make similar living quarters available to dislocated people we have a serious, 
almost unsurmountable obstacle to slum elimination. These provisions making 
public housing available for relocation can be of great help in removing an urban 
renewal program off dead center. 

We believe of even greater importance to our nation is the restriction of the 
use of public housing to those of our people unfortunate enough to be unable 
to support themselves. Just as there must be room for charity as well as a 
chance under our economic system there can be none for socialist or communal 
practices. When we permit earnings in public subsidized housing equal to that 
which 40 percent or more of our population is earning we are accepting just 
such an economic ideology. On a purely economic basis millions of families 
are eligible for public subsidy thru public housing, millions more are committed 
to pay for their support. The half of our population never could, and never 
should, support the other half of our population. Consequently subsidized hous- 
ing must be available only to our lowest and needy economic group. Anything 
else would be intolerable to the very foundation and economic structure of our 
society, anything else will break down the moral fiber of supporters and supported 
alike. 

STATISTICS 


POPULATION AND HOUSING COMPARISONS 


Population increase: 
a ee ee 
1940-54.___ 

Housing increase: 


ADULT POPULATION AND HOUSING 


1940 :* 18 years and over, 91,000,000. 

1940 : 37,300,000 housing units. 

1953 :* 18 years and over, 104,000,000. 
1954: 51,200,000 housing units. 

Increase adult population : 13,000,000 plus. 
Increase housing: 13,900,000 (census, p. 20, No. 41) (census, HC-8, No. 1). 
Construction Review I, No. 3 (1955) (Department of Commerce). 


POPULATION PER DWELLING UNIT 


5.7 persons. 
: 3.3 persons (census, p. 20, No. 41). 


FAMILIES IN THE UNITED STATES, 1940-55 


1940: 32,200,000. 

1955: 42,600,000. 

Comparison : 
Increase families, 1940-55, 10,400,000. 
Increase housing 1940-55, 13,900,000. 


sureau of Census, P—C 1. 
# Bureau of Census, Series P—25, No. 106. 
* Bureau of Census, Series P—20, No. 42. 


Source: Cleveland Real Property Inventory. 
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NUMBER OF VACANT DWELLING UNITS IF HOUSING USED AS IN 1940 


Vacant: 7,000,000. 
Vacancy factor: 13.8 percent. 


Senator SparKMAN. I have a report from the Treasury Department 
on S. 1022. 
(The report referred to follows :) 


Farm housing 
TREASURY DEPARTMENT, 
May 19, 1955. 
Hon. J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 

My Dear Mr. CHAIRMAN: Reference is made to your request for the views 
of this Department on 8S. 1022, “To amend title V of the Housing Act of 1949, 
as amended, and to provide for the insurance of loans thereunder.” 

The proposed legislation would amend title V of the Housing Act of 1949, 
which authorizes direct loans for the construction and improvement of farm 
dwellings and buildings, to permit the insurance of such loans, 

The Department believes that it would be undesirable, as would be possible 
under section 502 (c) (i) that would be added to title V of the Housing Act 
of 1949 by the bill, to permit the Secretary of Agriculture to take mortgages 
with the Government named as mortgagee, since the lender would hold an 
obligation fully insured by the Government at an interest rate well above that 
received from regular Federal securities without the burden of servicing the 
obligation. Further, inasmuch as the loans would be insured, the Department 
would not favor the guaranty of the principal and interest of the loans as 
would be provided by section 502 (c) (iv) that would be added to title V of the 
Housing Act of 1949 by the bill. 

The Department has been advised by the Bureau of the Budget that there 
is no objection to the submission of this report to your committee. 

Very truly yours, 
(Signed) W. RANboLPH Burgess, 
Acting Secretary of the Treasury. 


Senator SparKMAN. The subcommittee will stand in recess until 10 
a.m. tomorrow. 

(Whereupon, at 12: 15 p. m., the subcommittee recessed until 10 a. m. 
the following day, Friday, May 20, 1955. 








HOUSING ACT OF 1955 


FRIDAY, MAY 20, 1955 


UNITED STATES SENATE, 
COMMITTEE ON BANKING AND CURRENCY, 
SUBCOMMITTEE ON Housing, 
Washington, D. C. 

The subcommittee met, pursuant to recess, in room 301, Senate Of- 
fice Building, at 10:10 a. m., Senator John Sparkman, chairman of 
the subeommittee, presiding. 

Present: Senators Sparkman, Douglas, Lehman, Monroney, Cape- 
hart, and Payne. 

Senator SpaARKMAN. Let the committee come to order, please. 

Mr. Clyde A. Lewis, chairman of the Plattsburgh Air Base Liai- 
son Commission, is our first witness. Mr. Lewis, we are very glad to 
have you with us. 

Let me say that there are seven groups to testify here this morn- 
ing. The Senate meets at 12 o’clock. That is an hour and 50 minutes 
from now, or 110 minutes. That would mean about 15 minutes to 


each group. If you will budget your time in that way it will be 
appreciated. 


Let me make this suggestion. For those who have prepared state- 
iments, we will incorporate the statements in full in the printed rec- 
ord. Rather than to read them, if you will summarize them in your 
own words, I think that would be preferable. 

Does that suit you ? 


Vilita y housing 


STATEMENT OF CLYDE A. LEWIS, CHAIRMAN, PLATTSBURGH AIR 
BASE LIAISON COMMISSION 


Mr. Lewis. It certainly does, Mr. Chairman. 

Senator SparKkMAN. Fine. Go right ahead, Mr. Lewis. 

Mr. Lewis. Mr. Chairman and members of the subcommittee, may 
I thank this subcommittee for the privilege of appearing here this 
morning? We are speaking on behalf of the 8 Strategic Air Com- 
mand States which have acute housing deficiencies, that is, family 
housing deficiencies, in excess of 500 units. We have formed our- 
selves into a little group to try and coordinate on a labor of love 
basis only the many problems which affect the Strategic Air Com- 
mand bases in our sae communities. 

My statement has been submitted to the committee and I believe 
it speaks for itself. We had intended to have with us this morning 
representatives from 6 of the bases involved, from 6 separate States, 
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but due to the closing of this hearing this morning and due to what 
we consider no longer to be a necessity for bringing wives of per- 
sonnel assigned to these bases to this committee to explain in detail 
vhat General LeMay explained yesterday at the hearing, we will not 
have any other witnesses besides myself. 

May I say on behalf of my group that we appreciate very much 


vour having invited General LeM: ay to make his statement be fore you 
vesterday. 
se aenee SpARKMAN. He — a very fine statement, I will say. 
Mr. Lewis. It sums up how » fee] about housing in our Strateg 


(ir Command cities. 
There is one thing I would like to bring to the attention of the sub- 
committee. After the working out of the program and the planning 
of what we call title X, may I say a I first read the bill the 
thought occurred to me that there was no real reason why FHA 
should be in the program at all. I believe the whole insurance risk 
hould be assumed by the military. However, an analysis of the 
reasoning behind the bill revealed the real function and purpose of 
having FHA insure these mortgages, which at the outset is very 
‘undamental and quite simple. I have found that the lending insti- 
tutions of this country, namely, the insurance companies, banks, and 
retirement funds, are all governed by State and national banking 
laws and State insurance laws as to the kinds of investments they 
may make. TI have been told that perhaps as many as 36 or 37 States 
had to enact special legislation before lending and investment insti 
tutions in those States could participate in the FHA insured-mort- 
rage program. It takes time, a great deal of time to get such legis- 
ition through the various legislatures. I would estimate that at 
east 5 years would be required before a Defense Department-insured 
mortgage program could be accepted as an investment by all States. 

On the other hand, FHA-insured mortgages may now be legally 
accepted in all States. I recommend for this reason that FHA par- 
ticipation in the program be continued until such time as an appro- 
priate timely amendment to this act will transfer to the military de- 
partments assumption of the insurance risk. I further recommend 
that joa ing the interim period of. time required to create a real insur- 
ing capacity that the military assume the obligation to reimburse the 
FHA insurance fund for any actual losses incurred under this pro- 
gram. If there is a loss, the FHA in its normal procedure would 
foreclose, pay off the mortgage with debentures and then would 
proceed to dispose of the property in the same manner as any other 
project. 

Senator SrarKMAN. Now wait just a minute, Mr. Lewis. These 
houses are to be built on defense bases ? 

Mr. Lewis. Or property acquired near military installations. 

Senator SrarKMAN. But it would be Government-owned property ? 

Mr. Lewis. Yes. 

Senator SrarkMAN. You do not conceive of any foreclosures 
actually; do you? 

Mr. Lewis. I mean not actually, but there will have to be some 
money raised to pay off any default that might arise. 

Senator Capruart. How could there possibly be any default? 

Mr. Lewis. You would have to raise some money, I imagine, through 
an appropriation, to take care of it. 


vo 
In 
] 
i 





oa OT a Ne als A nat TA a NaI A 


aed EES ates 





















res 


me 


gh 


ens 


leant cat cath aad eA cise an |= tit ale eealiae- 


HOUSING ACT OF 1955 543 


Senator SpARKMAN. The Federal Government is the obligor. 

Mr. Lewis. Yes. 'The Federal Government is the obligor. 

Senator SparKman. And you cannot very well conceive that the 
Federal Government will default ; can you ¢ 

Mr. Lewis. The same with an FHA-insured mortgage, Mr. 
Chairman. 

Senator SrarKMAN. Oh, no. That is an entirely different thing. 
There is a very great difference. That is an insurance and the primary 
obligor there is the insurance reserve. The Government is the sec- 
ondary endorser. But here the Government is primarily responsible. 

Mr. Lewis. I do not see how any mortgagor w ill lose on the 
program. 
~ Senator Caprenarr. Technically, of course, Mr. Lewis is right, and 
there can be a default. But there cannot ever be one because the 
Government will never permit it. 

Mr. Lewis. May I continue? 

Senator SparKMAN. Yes. Certainly. 

Mr. Lewis. It has been brought to my attention that certain wit- 
nesses who have testified before the subcommittee on this bill have 
blown up out of proportion the overhead expense in administering 
title X housing. It was envisioned that the military would have to 
set up some type of complicated bookkeeping system in order to con- 
vert quarters allowances into mortgage payments. As I see the 
program from studying the bill and discussing it with those who 
know something about ‘the legislation, all that should be required is 
for a monthly check to be sent from one central point with no refer- 
ence at all to the individuals who for the time being will be occupying 
the units. The bill itself limits the available dollar to the average 
of the quarters allowances. 

If I am not out of order at this time, I would also like to propose 
that there be created an Assistant Secretary of Defense for Housing 
to be charged solely with all policymaking and in general coordinat- 
ing the milits ary family housing program under title X. His office 
could also take over the insuring of title X mortgages after it is 
possible to transfer the insuring of such mortgages from FHA to the 
military. 

At this time I would like to recognize the help of Senator Ives’ and 
Senator Lehman’s offices in trying to solve our problem in Plattsburgh. 
Plattsburgh has been activated with a net of 3,000 family units, with 
only 72 family housing units. Following the suggestion of our two 
distinguished Senators, we filed an application under title LX for some 

ritical defense housing. May I say to the committee, never in all my 
daa have I received a greater run-around than I did in trying 
to process that application through the HHFA. 

Senator Doveias. What time was this, Mr. Lewis! What year? 

Mr. Lewis. During the last 90 days, Mr. Senator. 

Senator Dovcias. In other words, there has not been a great im- 
provement in the administration of the HHFA ? 

Mr. Lewis. I am convinced the HHFA and the FHA want very 
little to do with defense housing at this time, especially around 

Strategic Air Command bases. 

To show you further what has happened, they have frozen in Platts- 
burgh to an average of 100 to 150 title IT units per year, which is 
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the number of units that has been approved during past years. It is 
impossible for us to have any relief around our base so far as FHA 
title insurance or title commitments are concerned. There is just no 
other way out. 

Senator Carrnart. Do you see any other way to get housing for 
the military other than the route we are traveling here, that is, the 
so-called Capehart bill ? 

Mr. Lewis. Senator Capehart, in my opinion it is the only accept- 
able way it can be worked out at the present time. As many members 
of the committee know, we have worked on this for the past 5 months 
ourselves, studying it and trying to coordinate it among the various 
places in the Strategic Air Command. This is a labor of love with 
me, as I have told many people before. We do hope this committee 
will see fit to approve the bill in some modified form. Of course I un- 
derstand some amendments are necessary, but then it will help to cure 
the acute problem which we have. 

Senator CareHartr. The principle you think is correct, and it will 
get the job done? 

Mr. Lewis. Absolutely, Senator. 

May I in the few minutes left that are allotted to me have incorpo- 
rated in the record some telegrams from some other communities that 
are working with us on this project? First is one that comes from the 
mayor of Lake Charles, La., and the chairman of his airport commit- 


tee and the general manager of the association of commerce in that 
area. It reads as follows: 


The governing authorities of the city of Lake Charles and Calcasieu Parish, 


La., along with the association of commerce are in accord with the provisions 
of Senate bill 1501 for military housing. We urge passage of this legislation 
to relieve acute deficiencies in low-cost rental housing for personnel stationed at 
Lake Charles Air Force Base. Senate bill 1501 includes provisions for private in- 
dustry to help meet demands for low-cost housing at the local level. We earnestly 
solicit consideration and passage of this legislation by the members of the 
Senate Banking and Currency Committee on Housing. 
Sipney L. Gray, 
Mayor of Lake Charles. 
Howarp B. DAUGHERTY, 
Chairman Airport Committee, Calcasieu Parish Policy Jury. 
J. WALKER OWENS, 
General Manager, Association of Commerce. 


Here is one that I know Senator Payne will be interested in, which 
comes from his good friend, Mr. Curtis M. Hutchins, president. of 
the Bangor & Aroostook Railroad Co., who worked with us on the 
overall problem in the New England area. It says: 


Regret must speak before Society Security Analysts in New York at noon 
next Friday and hence cannot join with you in person to urge passage of Senate 
bill 1501; however for whatever value it may have, here is our thinking on the 
measure: 

With three Air Force bases in our comparatively small area we have had an 
excellent opportunity to observe the vital necessity of adequate housing if we are 
to maintain service morale at the level demanded by our international situation. 

We are equally aware of the hard fact that this housing can be achieved only 
through some type of Federal assistance. 

For that reason we are happy of the chance to join with you in urging the 
passage of Senate bill 1501 which is now under consideration by the Senate 
Committee on Banking and Currency. 

Regards and good luck. 

Curtis M. HUTCHINS, 
President, Bangor & Aroostook Railroad Co. 
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Senator Payne. The only thing 1 might do is amend that to read 
“four Air Force bases” because there is the Loring Air Force Base at 
Limestone, the Dow Air Force Base at Bangor, the Presque Isle Air 
Force Base at Presque Isle, and the Brunswick Army Air Base at 
Brunswick. 

Senator Dovenas. I would like to remark that the Democratic 
Party was very good to the State and the Senator. 

Senator SparKMAN. That is shown in their gratitude. 

Senator Payne. Maine happens to hold a very strategic position in 
the country. 

Senator Carenarr. I want you to know you have already been re- 
paid and that is the end of it. 

Senator SPARKMAN. Suppose we continue, since our time is limited. 

Mr. Lewis. I have another telegram from the Altus, Okla., cham- 
ber of commerce, which has another acute housing shortage. This is 
a labor of love and we have been corresponding. That telegram reads : 

Sincerely we regret we will not be in a position to have representative from 
Altus present to testify in support of Senate bill 1501 for military housing before 
Senate Banking and Currency Committee Friday. We do wish to go on record 
as strongly supporting this bill since it seems to be only means whereby adequate 
housing may be furnished to meet family housing requirements for military 
personnel at Altus Air Force Base. 

If the title X legislation is enacted as proposed without restrictive amendments 
it is our opinion that it would be the most acceptable legislation proposed so far 
to solve acute military housing problem. 

We heartily endorse legislation as proposed. 

MATTYE WILSON WILLIAMS, 
Manager, Altus Oklahoma Chamber of Commerce. 


The last telegram I may explain comes from one of the really great 
civilian workers for the Air Force—a man who has done probably as 
much as anyone in helping the Air Force to locate a Strategic Air 
Command Base in Abilene, Tex., Mr. W. P. Wright, chairman of the 
defense committee of the Abilene, Tex., chamber of commerce, and a 
tireless worker. This telegram is addressed to me and reads as 
follows: 


Because I am at this time and have for the past several days been traveling 
constantly from Phoenix, Ariz., to El Paso, Fort Stockton, San Antonio, Dallas 
and Ft. Worth in an effort to interest reputable and capable builders in bidding 
on and becoming sponsors of the proposed 1,000-unit Wherry project at Abilene 
Air Force Base—— 


May I say, on which the plans have already been prepared, and he is 
carrying it around trying to sell it 


I am unable to be in Washington to support your position in behalf of Senate 
bill 1501 as I could certainly do in view of the responses I have received on the 
many calls I have made in the past few days. It is quite evident that I must 
continue my efforts to stimulate interest and persuade qualified prospects to 
sponsor our project at Abilene as the potential sponsors are most difficult to 
interest in view of the imminent expiration of the current act and because of the 
restrictions imposed by the last session of Congress in regard to certification of 
costs. The contractors that I have called on regard the present act as a one- 
way street from whence once you depart there is no return since they are re- 
quired to make a firm bid the loan supporting which can be reduced through 
cost certification procedures but not increased in event unforeseen contingencies 
arise which sharply increase their costs of construction. 

If the cost certification procedure in existence in 1953 could be reinstated with 
any controls necessary to prevent windfalls and other unethical benefits of a 
questionable nature then a contractor would be required to risk all of the reason- 
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able profit to which he is entitled under our American system and no more i 
his efforts to meet the stringent restrictions which have been imposed by FHA 
The lack of uniformity in interpretation of existing regulations by various FHA 
offices and the mass of routine and red tape which seem to be required has mad 
this Wherry project extremely unattractive to builders who could qualify as 
sponsors. I think it is imperative to extend the Wherry Act with modifications 
for at least 1 year to permit projects such as ours at Abilene Air Force Base to 
be carried to conclusion. Then I also think Senate bill 1501 should be enacted 
to continue a program of housing for military personnel at those bases whose 
needs though urgent are not of as emergency a nature as our and other similar 
projects which are at the point of award and construction. But also at the point 
of supporting legislation expiring I am also convinced after many conferences 
with builders and suppliers of building materials that the $9,000 limitation on 
construction of Wherry houses is no longer realistic or compatible with recog 
nized increases in the costs of construction. 

The families of those men whose profession is the defense of this country are 
entitled to and must be provided adequate housing at a reasonable rental or 
those men will be enticed to accept some other employment in competition with 
the armed services. I know this to be a fact because I have talked with many, 
many wives of these men in their Wherry homes from Florida to California at 
the time of a recent survey which I made for our chamber of commerce when 
we began working in our Wherry project. Let me again say I wholeheartedly 
endorse Senate bill 1501 as well as a 1-year extension with modifications of the 
Wherry Act. 

W. P. WricHurT, 
Chairman of the Defense Committee, Abilene, Tex., Chamber of Commerce 

That concludes my statement, Mr. Chairman. 

Senator SparkKMAN. Without objection, the full statement of Mr. 
Lewis will be printed in the record at this point. 

(The prepared statement of Mr. Lewis follows :) 


Military housing 


STATEMENT OF CLYDE A. LEWIS OF PLATTSBURG, N. Y. 


Mr. Chairman and members of the subcommittee, my name is Clyde A. Lewis. 
I reside at Plattsburg, N. Y., am a lawyer, a World War II Air Force veteran 
and Reserve officer, served as commander in chief of the Veterans of Foreign 
Wars of the United States in 1949-50, and for the past 3 years have served as 
nonsalaried chairman of Plattsburg Air Base Liaison Commission, a 104-member 
group charged with representing the city of Plattsburg and assisting the Air 
Force in constructing and activating Plattsburg Air Force Base, which has al- 
ready been activated and is to be dedicated in November of this year. I am also 
chairman of an informal group of representatives from 10 cities in 8 States with 
nearby Strategic Air Command bases, which group during the past 5 months has 
attempted to coordinate the individual efforts of the communities involved in 
meeting the family housing requirements for military personnel assigned to the 
SAC bases in their immediate area. All of said bases have military family 
housing deficiencies in excess of 500 units. 

Plattsburg Air Force Base has been activated with only 72 available on-base 
family dwelling units against an overall requirement by the fall of 1956 of 
approximately 3,000 officers and airmen who are married and will want to live 
with their families in Plattsburg. 

During the past 12 months representatives of the 10 SAC cities involved have 
made little or no progress in meeting their requirements through presently avail- 
able legislation. Speaking for myself, I have made 19 trips to Washington 
specifically on housing matters for Plattsburg Air Force Base, have visited a 
number of other Air Force bases, and have conferred, on occasions too numerous 
to mention, with officials of the Air Force, Housing and Home Finance Agency, 
and Federal Housing Administration regarding housing at Plattsburg. Frankly, 
we are no further along with our housing than we were 1 year ago. To those 
who want to become completely frustrated in the shortest possible time, I recom- 
mend working for military housing. 

We who have tried, during the past vear, to help the Air Force acquire needed 
family housing have been almost completely unsuccessful. I never thought 
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iny problem could be so difficult to solve—that is, until I became familiar with 
the provisions of 8S. 1501. 

At the outset I wish to commend this subcommittee and its very distinguished 
chairman for the manner in which hearings have been conducted on this bill. 
Everyone interested in military family housing owes the subcommittee a debt of 
vratitude. The bill when finally enacted will become a lasting tribute to your 
efforts. I also wish to congratulate you for having invited General LeMay to 
testify before your subcommittee. His statement yesterday was the clearest 
and strongest expression of the reason for enacting S. 1501 that has or will be 
made before this subcommittee. 

Arrangements had been made for wives of personnel assigned to five SAC 
bases to accompany me to this hearing so that they could tell the subcommittee 
the conditions in which many service families have and are being forced to 
live because of lack of adequate housing. Those plans were changed on Monday 
of this week because of the necessity of this subcommittee curtailing hearings 
after today, and the fact that all of us interested in this problem have become 
convinced that it is not now necessary for such additional testimony to be 
presented. Wives are really running the Air Force so far as the length of 
service a man with a family gives to the Air Force during peacetime. 

Present legislation has proved grossly inadequate in meeting the existing 
problem. High present-day construction costs have made adequate title VIII 
housing on installations in the northern areas almost a thing of the past. The 
average Air Force family requires and is entitled to a three-bedroom unit. It is 
almost impossible to construct in northern New York or New England within 
the limitations of title VIII an acceptable 2-bedroom, much less 3-bedroom, unit. 

Proposed Senate bill 1501 (title X) would give the Department of Defense a 
usable, flexible vehicle which could produce a substantial portion of the family 
housing required by the military through utilizing presently available private 
capital. Such housing would be paid for by the Government on a time payment 
basis and in the same way as most of us as individuals pay for our homes. 

Under title X, the military, after determining the desired composition, will 
develop an appropriate directive, employ an architect-engineer to develop spe- 
cific plans and specifications in accordance with the limitations contained in 
the bill. 

When the plans and specifications are approved by the military, interested 
builders would be invited to submit bids for the construction of the project. The 
construction of the project would be awarded to the lowest acceptable bidder. 
In this connection it is to be noted that, unlike title VIII, the relationship 
between the Government and the builder under the proposed bill will be defined 
by contract drafted in accordance with the Armed Services Procurement Act of 
1947. Accordingly, the military departments will be enabled to exercise the 
sume degree of control over the builder as is obtained by construction with ap- 
propriated funds. Moreover, the possibility of a windfall will be eliminated 
and excessive profits will be minimized by the adoption of established procurement 
practices in dealing with the builders. The low bidder will be required to obtain 
mortgage financing which would include the construction loan and the permanent 
loan. He would also be required to start a new corporation as the mortgagor 
corporation furnishing the necessary assurances that he will be able to complete 
the project. The successful bidder would be required to file an application with 
HA for mortgage insurance in the amount of 100 percent of his bid price. Prior 
te commencing construction, the mortgagor corporation would be required to 
execute the necessary legal documents for the security of the loan. It is my 
understanding that inspection of the project during construction would be ac- 
complished by the architect-engineer, which is the case with most public works 
projects. 

At the end of the construction period, which should require not more than 18 
months, the mortgagor corporation would tranfer all of its stock in the corporation 
to the military. When this has been accomplished the branch of service involved 
will manage and operate the project as public quarters and assign the units to 
military personnel with forfeiture of quarters allowance in the same manner as 
allowances are forfeited by military occupants of appropriated fund housing. 
The military will make the monthly payments on the mortgage out of the quarters 
allowance funds appropriated each year. In using this method it will not be 
necessary to increase appropriations nor increase the public debt. : 

The only alternative to S. 1501 is appropriated housing. The recommendation 
of Assistant Secretary of Defense Floete for appropriated housing, and the action 
taken by the House Armed Services Committee in recommending a limited number 
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of appropriated units is unrealistic when one considers that financing for such 
units must necessarily be additional deficit financing unless Congress eithe 
reduces substantially overall military appropriations or increases taxes. 

The cost of family housing under title X appears to me to be approximately 
the same or possibly less than under appropriated funds. The only difference | 
can see in the cost of construction and operation is the cost of financing. A 25- 
year mortgage has a definite cost from the outset. The use of appropriated 
funds requires the borrowing of money by the Treasury at going interest rates 
with a strong probability that it will not be paid back in 25 years. If the period 
of repayment runs 30 years or longer the cost of appropriated housing will far 
exceed the cost of the mortgage for a fixed time. 

When I first read the bill the thought occurred to me that there was no real 
reason why the FHA should be in the program at all. I believe the whole insur- 
ing risk should be assumed by the military departments. However, an analysis 
of the reasoning behind the bill revealed that the real function and purpose of 
having the FHA insure these mortgages at the outset is very fundamental and 
quite simple. I have found that the lending institutions of this country—namely, 
the insurance companies, banks, and retirement funds—are all governed by State 
and National banking laws and State insurance laws as to the kinds of invest- 
ments they may make. I have been told that perhaps as many as 36 or 37 States 
had to enact special legislation before lending investment institutions in those 
States could participate in the FHA insured mortgage program. It takes time, 
a great deal of time, to get such legislation through the various legislatures. 
I would estimate that at least 5 years would be required before a Defense Depart- 
ment insured mortgage program could be accepted as an investment by all States. 
On the other hand, FHA insured mortgages may now be legally accepted in all 
States. I recommend for this reason that FHA participation in the program be 
continued until such time as an appropriate timely amendment to this act will 
transfer to the military departments assumption of the insurance risk. I further 
recommend that during the interim period of time required to create a real insur- 
ing capacity the military assume the obligation to reimburse the FHA insurance 
fund for any actual losses incurred under this program. If there is a loss, the 
FHA in its normal procedure would foreclose, pay off the mortgage with deben- 
tures, and then would proceed to dispose of the property in the same manner as 
any other project. 

In the event that the sales price obtained was less than the amount of the 
insurance or debentures paid, the military department concerned would be re- 
quired to pay such actual loss from available funds or would present such loss 
to the Congress for appropriations. 

It has been brought to my attention that certain witnesses who have testified 
before the subcommittee on this bill have blown up out of proportion the over- 
head expense in administering title X housing. It was envisioned that the mili- 
tary would have to set up some type of complicated bookkeeping system in or- 
cer to convert quarters allowances into mortgage payments. As I see the pro- 
gram from studying the bill and discussing it with those who know something 
about the legislation, all that should be required is for a monthly check to be 
sent from one central point with no references at all to the individuals who for 
the time being will be occupying the units. The bill itself limits the available 
dollar to the average of the quarters allowances. 

I would also like to propose that there be created an Assistant Secretary of 
Defense for Housing to be charged solely with all policy making and in gen- 
eral coordinating the military family housing program under title X. His of- 
fice could also take over the insuring of title X mortgages after it is possible 
to transfer the insuring of such mortgages from FHA to the military. Military 
family housing is so critical that it should no longer be kicked around as if it 
were an orphan. 

Critical defense housing under title IX just is not possible for military+family 
housing in defense areas. I was advised by two members of the Senate Banking 
and Currency Committee to initiate an application under title IX for 500 critical 
defense housing units for Plattsburgh. The application was duly made. Never 
have I received a greater “runaround” than I did trying to process that applica- 
tion with Housing and Home Finance Agency. The experiences of myself and 
those from other cities interested in such housing convinced us that Housing 
and Home Finance Agency wants no part of housing for servicemen. In Platts- 
burgh we are relying on the ability of the Federal Government to provide all 
required housing for military families since FHA has frozen regular title IT 
commitments to the average number of 100 to 150 per year heretofore approved. 
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Even though Plattsburgh has a permanent base, and is literally bulging at the 
seams, FHA states frankly it will not render assistance. ; 

The shortage of military family housing has become a national disgrace. En- 
xetment of S. 1501 will increase the morale of members of our Armed Forces 
and save our Nation millions of dollars by keeping trained personnel in the 
service. Early passage of 8S. 1501 is necessary. In my opinion, no other pres- 
ent or proposed legislation can meet the existing need. 

Senator SparKMAN. Our next witness will be from the Mobile 
Homes Manufacturers Association, represented by our former col- 
league, Scott Lucas. We are glad to have you with us this morning. 


Mobil home & 


STATEMENT OF SCOTT W. LUCAS, ACCOMPANIED BY EDWARD L. 
WILSON, MANAGING DIRECTOR, AND WILLIAM W. WELSH, 
FINANCIAL CONSULTANT, MOBILE HOMES MANUFACTURERS 
ASSOCIATION 


Mr. Lucas. Mr. Chairman and members of the committee. I am 
very happy to be with you es morning. I notice you have limited 
the witnesses to 15 minutes. I doubt that I can make it within that 
time, and I might have to ask unanimous consent for ‘ast a few more 
moments of time. 

Senator Capemarr. You might be able to get 18. 

Mr. Lucas. Thank you, Senator. 

My name is Scott W. Lucas. Iam a practicing attorney in Wash- 
ington, D. C. I appear before you today on behalf of the Mobile 
Homes Manufacturers Association, a trade association whose 61 
members account for a large percentage of the mobile homes being 
manufactured in the United States. 

Associated with me this morning are Edward L. Wilson, managing 
director of the MHMA, and William W. Welsh, financial consultant 
to the MHMA, who, incidentally, is celebrating his 40th year in the 
banking business next month. At the cone lusion of my statement and 
your questions of me and my associates, I should like to introduce 
Mr. Louis Van Selow, a trailer park operator. These gentlemen are 
prepared to answer any technical questions you may have. 

Although the amendments I am urging relate to parks for mobile 
homes, may I comment first on the mobile homes themselves. The 
mobile home, as we know it today, did not appear on the scene until 
after World War II. Prior to that time the units produced by the 
industry were largely vacation models, known as trailers. The merits 
of combining mobility with year-round shelter, however, became 
apparent even in those years and were proved during the wartime 
period. 

During World War II the Government found that mobile homes 
met urgent needs in rapidly swelling areas near military bases. 
Individuals also made extensive use of this type of housing at that 
time. Thus, World War II and national emergencies since that time 
have made it possible to move the Nation’s work forces from place 
to place and to give immediate shelter to displaced families. 

After the war, veterans and construction and defense workers who 
had been introduced to the mobile home during these years continued. 
to supply most of the demand for this product. They wanted more 
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complete homes, however; larger ones with more conveniences. It 
was in these postwar years that mobile living came of age. 

Today’s mobile home is a complete, independent home on wheels. 
2 hile basic floor plans are somewhat standardized, with living room 

. front, bedroom at the rear, and kitchen and bath in between, there 
are many variations designed to accommodate the different needs of 
the purchasers. 

It is obvious that any facility which houses some 2 million Ameri- 
cans is a real force in our housing economy. This type of housing 
accommodation is home to military personnel and their families, to 
defense workers and their families, newlyweds, retired couples, con- 
struction and agricultural workers and their families. Furthermore, 
the Federal Government, by a long series of legislative and executive 
measures, has recognized the mobile home as a part of the Nation’s 
housing inventory. 

\t this point I would like to introduce in the record exhibit A, 
which has the caption “Government Recognition of Trailers,” which 
shows the different measures that Congress enacted from time to time, 
dealing with mobile homes. 

Senator SpaRKMAN. Without objection, that will be inserted in the 
record, 

Phe document referred to follows:) 


CGiOVERN MENT RECOGNITION OF TRAILERS 


1. EXECUTIVI 


During the existence of the Controlled Materials Allocation Plan, t 
Government's housing authority, the Housing and Home 
named a claimant agency for house trailers by 
tration 


he Federal! 
Finance Agency Was 
the Defense Production Adminis- 


Trailer coach materials allocations were administered by the same division, 
the Construction Division of the National Production Authority, that adminis- 
tered the allocations for conventional housing. 

House trailers have been purchased in quantity by the Federal Government 
to provide immediate housing accommodations after disasters. 

For years the service departments have been using trailer coaches to house 
military personnel, 


The Atomic Energy Commission has cooperated in providing mobile homes 


as housing for construction workers engaged in building atomic energy installa- 
tions. 


The Office of Civilian Defense is currently engaged in studying the utilization 
of mobile homes as an answer to the housing problems faced by 


potentially 
displaced civilians. 


2. LEGISLATIVE 


In 1951, recognizing that the bulk of house trailers are used for housing by 
defense workers, military personnel and others, rather than as a means of 
transportation, Congress removed the excise tax on house trailers. 

The sila Housing and Community Facilities and Services Act of 1951 
(Public Law 139, 82d Cong., approved September 1, 1951) identifies house trailers 
with pref abet icated homes in title V, and in title III authorizes loans to be made 
for housing which is of mobile character. 

The act of Congress providing for family quarters for personnel of the military 
departments (Public Law 765, 83d Cong., approved September 1, 1954) authorizes 
the secretaries of military departments to acquire up to 5,000 units of house 
trailers. 

On March 30, 1955, the President signed amendments to the Career Com- 
pensation Act, including one which would authorize transportation or reimburse- 


ment to a serviceman who, upon transfer of station, moves his mobile home 
and baggage and household effects. 
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Mr. Lucas. With this brief background of the mobile home, I come 
tothe amendments. They do not, it is to be noted, relate to the Govern- 
ment participation in the financing of the mobile homes, but to the 

ind and improvements where mobile homes are parked. 

Almost 85 percent of all mobile homes are designed primarily for 
semipermanent park use. Every effort must be ‘Made to assist the 
park owner to provide the highest ty pe of facilities, the best standard 

of construction. To ace ommod: ate the increased use of mobile homes, 
to provide attractive and desirable spaces for mobile homes to rest, 
in d to avoid unsightly and inadequate parks which only discourage 

he use of the needed housing provided by trailers, the suggestion is 
male that title II of the National Housing Act be amended so as to 
\uthorize FHA insurance of trailer parks. Such an amendment con- 
sists of four slight changes in section 207 of the National Housing Act. 
Note that this amendment requires a high standard of construction, 

mits the loan to $1,000 per trailer space and $300,000 per mortgage, 

akes the amortization comparable to rental housing, and calls for 
the mortgage not exceeding 80 percent of the estimated value of the 
property when the improvements are completed. 

Here is what Prof. L. C. Michelon, former Director of Management 
Services, Industrial Relations Center, University of Chicago’s School 

i Business, has to say on page 5 of his recently published book, How 
to Build and Operate a Mobile Home Park. That book, by the way, 
son the desk of each Senator, and at least it will be of help B filling 

up your library if you do not have an opportunity to read it. It is 
. very interesting book. 


The only similarities between the trailers of 1940 and the mobile homes of 
today are wheels and mobility. Everything else is different—including electrical 
installations, brakes, heating arrangement, interiors, and frame and body con- 
struction. Yes, the change is as great as from a horse and buggy to the 
automobile. 

What has all this done to trailer parks? Briefly, the parks built to accommo- 
date small, nonmodern trailers are obsolete. Their spaces are too small. Roads 
are not wide enough. Electrical wiring is not heavy enough to handle the loads 
required by modern kitchens, hot-water heaters, and increased lighting. Such 
parks generally do not have sewage-disposal systems—or individual coach con- 
nections. And, since they were not properly planned, they do not present the 
attractive community appearance mobile-homeowners are looking for. 

The point is clear. Mobile-home parks are an underdeveloped part of our 
economic structure. Of the more than 12,000 parks in the country, only about 
4,000 are approved by the Mobile Homes Manufacturers Association. And, i 
the face of an increasing demand for new mobile homes and better parks, more 
and more parks are getting obsolete every day. 

Keep in mind, too, the differences between mobile-home parks and motels or 
efficiency apartments. A mobile-home park has a large part of its facilities 
underground in the form of sewer lines, electrical connections, water connections. 


and so on. 

I would like to have Mr. Wilson just for a brief time explain to the 
committee some of the problems involved in connection with these 
parks with the help of the charts here. 

Senator Sparkman. All right, sir. 

Mr. Witson. Gentlemen, this particular photograph happens to be 
a mobile-home park constructed by the National Park Service dow. 
at Haines Point. It is one of the nicest in the United States, but it is 
impossible, as you see, when you look at this to determine the value 
of the park that is underground. There are curbings, and roadways, 
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but an attachment connects each one of these mobile homes with 
sewer facilities, water facilities, and power facilities. 

This is a privately owned park near an Army base that provides 
adequate housing to people who own them and live in them and enjoy 
them. Again you see a cement patio which is part of the cost of 
building the park. Also you see the sidewalks here. We do this 
because so frequently people think that land is the only cost which is 
involved. 

Here is one of a more palatial type out in Arizona, which shows how 
nicely it can be done. This man, incidentally, is not seeking a bank 
loan. He has his. 

Senator Carenartr. May I ask a question ! 

Mr. Witson. Yes, sir. 

Senator Capenartr. What is the average cost per unit for land, 
attachments, sewers, etc. ? 

Mr. Witson. We will get to it later. 

Mr. Lucas. Yes: we will get to it later. 

Mr. Witson. The land, of course, depends on the particular area 
that it isin. We recommend in our association where we assist people 
in park planning that if possible they stay at about $1,000 an acre. If 
it runs more, of course, it increases their cost. 

Here is a unit which was constructed in Melbourne Beach, Fla., 
which provides space for 79 units. The land cost $18,000. The total 
cost, including the other expenses of the 79 units, was $113,000. 

Senator Carenarr. That is outside of the trailers ¢ 

Mr. Winson. Yes,sir. You see, trailers are privately owned. Then 
they are leased at $25 to $30 a month. 

Senator Capenart. How much per unit would that be? 

Mr. Witson. About $1,500 per unit, or a little more than that. 

Senator Carenarr. How much? 

Mr. Wirson. About $1,500 to $1,800 per unit. That is about 
average. 

In here we separated these figures to show the improvement costs. 
It is $55,000 as agaifst $113,000 to cover the buildings, laundry build- 
ings, sewer system at $6,000, water system at $8,000, roadways, etc. 

The point there is that the major cost is in the underground 
improvements. 

Senator Cargnarr. How many trailer camps are there in the 
United States ¢ 

Mr. Wirson. There are approximately 12,000, sir. 

Senator Caprenarr. 12,000? 

Mr. Wixson. Yes. 

Senator Carenartr. What is the average number of trailers in each? 

Mr. Witson. 50 to 75. I would like to explain that 12,000 figure. 
Another function of our association is to rr en to improve them 
and improve the facilities, so that every other year we make a complete 
inspection of the 12,000 and have a rating system. In order to receive 
our approval we expect them to reach 85 points out of 100. There is 
no cost for that rating system because it is strictly carried by us. 

Senator Carenartr. What is the largest number of units in any 
given park ¢ 

Mr. Wiuson. There is one at St. Petersburg that runs up to 1,000 
units. It happens to be a park which is restricted to retired people. 
If you work they do not want you. 
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Senator Cargnart. Of the 12,000 the average is about 50? 

Mr. Wiuzson. 50 to 75. 

Senator Carenart. And the largest one you know of 
Petersburg, having 1,000 units ? 

Mr. Witson. Yes. There are many near military bases which will 
run 200 and 300. 

Senator Capenartr. And the average cost for the park per unit for 
the land, etc., runs about $1,500 ? 

Mr. Witson. $1,500 to $1,800. Yes, sir. This gives us a little bit 
more of a picture of the improvements. Here is an architect’s ren- 
dering of a typical park. 

Senator Carpenartr. May I ask another question, Mr. Chairman / 

Senator SparKMAN. Certainly. 

Senator Carruartr. How long does the average unit 
park ¢ 

Mr. Witson. According to a survey we conducted last 
months. 

Senator Carenart. The average is 20 months? 

Mr. Witson. 18 to 20 months. You see, you will recall, Senator, 
we changed from the name “trailers” to “mobile housing” 
we felt. it was a more 
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year, 20 


because 
accurate description, just like the meat in- 


dustry likes to use frankfurters instead of wieners 
Senator Caprnarr. What is the average rental 2 
Mr. Wixson. For a space it is about $25 to $30. 
Senator Carpenart. Per month ? 
Mr. Wiison. Yes, sir. 
Senator Carpenart. Does that include utilities ? 


Mr. Wiuison. Yes, sir. 
Senator Carenart. That includes gas and electricity, and so forth? 
Mr. Wiison. Gas is usually provided by the owner of the unit 
with butane tanks. 

Senator Carrnart. It includes electricity and a hooking on to the 
water facilities, and so forth? 

Mr.. Watson. With water. Yes, sir. In some parks the residents 
maintain their own lawns and in some cases the park maintains their 
lawns for them. 


Senator Capenart. What is your biggest problem involved in that 
business ¢ 


Mr. Wiison. The biggest problem is financing the mobile home 
park. 


Senator Carrenart. The biggest problem is financing the park 
itself ¢ 

Mr. Wuson. Yes, sir. 

Senator CarprHart. You do not mean the units? 
about the park itself? 

Mr. Wuson. Yes, sir. Most of the work was done by the commit- 
tee last, year in financing the units. 

‘Senator Carenart. If a park will cost $113,000, like the one you 
just spoke about, it is the financing of the park which is the big 
problem ¢ 

Mr. Wiison. Yes, sir. He has difficulty in obtaining a loan. Mr. 
Van Selow has been through that problem and through that. diffi- 
culty. That is why we brought him along to tell you about it. 


You are talking 
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In this picture so much of it is seen above ground, which is the 
privately owned unit, but when you actually start to build a park, 
in &® way you are building a model subdivision. You have to have a 
complete sewage system. This one we colored in for the purpose of 
this to show the connection with a city system. In many eases, be- 
cause they are outside a city area, they will have their own sanitation 
system complete, which adds to their cost. Then the man has to con- 
nect every one of these small ranch homes on wheels with a water 
system—the same thing and the same problems as if that man were 
building a subdivision for small homes. 

On top of that we have to put the electrical system in. All of that 
is a cost which goes underground. Most of our electrical systems 
today are underground, by the way. 

Senator Carenmartr. So what you do then really is have a camp which 
is a little bit like an apartment building, with 50 apartments in it. 

Mr. Wirson. Like a cooperative apartment building. They own 
their own apartments. 

Senator Carenart. They own their trailers, but someone else owns 
the parking facilities. 

Mr. Wiison. That is correct. 

Mr. Lucas. These amendments, as I have indicated, relate to FHA 
insurance on the financing of real estate and improvements—clearly 
consistent with the FHA pattern of insurance activities. ‘That there 
is need for more and better trailer parks is clear. That the industry 
itself is aware of the problem is evidenced from the fact that the park 
management division of MHMA reports that there are 12,000 such 
parks in the United States, of which that division has approved 5,500. 
Less than a thousand are gold-star parks, meaning that they rate 95 
points out of a possible 100. 

Finally, may I point out that many leaders in the financial fra- 
ternity who specialize in retail financing are enthusiastic in their en- 
thusiastic in their endorsement of these amendments. Once it be- 
came known that the MHMA was proposing amendments intended 
to authorize FHA to insure loans for mobile home parks, many bank- 
ers financing mobile homes at retail communicated with us to express 
their endorsement of the need of these amendments. These endorse- 
ments have come from large and small banks, from national as well as 
State banks, from finance companies and discount houses, and from 
various parts of the country. I do not want to burden you or the 
record with lengthy quotations, but I ask your indulgence to quote a 
line or two from a few representative letters: 

From the Albany Discount Corp., Albany, N. Y.: 

In my area we have many parks which are marginal due to one reason only. 
That reason is lack of adequate park financing. I find that park owners have 
to build their parks out of park earnings. There is no mortgage money available 
due to lack of Government participation. 

From Southeastern Fund, Columbia, S. C., which does business all 
over the Southeastern part of the country: 

The one segment of this industry which has been slow to keep pace with the 
improvements experienced in the other segments has been mobile-home parks and 
courts. * * * We believed that more persons interested in real-estate develop- 


ment would construct parks or courts if reasonable medium- to long-term financ- 
ing was available. 
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From Denver, serving the Mountain States, comes a letter from the 
Citizens Savings Bank: 


We have financed hundreds of mobile homes and in addition to the military 
personnel, we now find our customers engaged in road-construction occupations, 
dam-construction workers, and oilfield employees. All of these occupations 
necessitate the moving of the person and his family from time to time and they 
have found that mobile home living is expedient in their moving from city to 
city They are not forced to sell a house and therefore their mobile home 
becomes a wise investment. 

We understand that your association is endeavoring to have an amendment of 
title II of the National Housing Act authorizing FHA to insure mobile parks. 
A very great requisite of mobile home living is a comfortable, sanitary, modern 
trailer park where they can park their trailer. 

Most of the trailer parks are in a deplorable condition because the park owner 
is unable to adequately finance needed improvements in the form of sewer, 
sidewalks and patios, power connections and needed landscaping. In my opinion, 
mobile-home owners are entitled to the same consideration and treatment as 
those persons who rent a unit in a multiple dwelling. 

FHA Title II insurance would make it possible for park operators to finance 
the cost of their parks and its improvements by interesting large investors 
with adequate capital. 


Two of the largest financing companies in the country have written. 
One, the Commercial Credit Co., Baltimore, writes: 


From our investigation and surveys it is quite apparent there is a need for 
additional mobile homes parks throughout the country. We further understand 
that your association is endeavoring to secure an amendment to title II, National 
Housing Act, authorizing FHA to insure mobile parks. We certainly recommend 
their entering this field—as above mentioned, our surveys show a need for more 
modern mobile parks. 


And the other, Universal C. I. T. Credit Corp., New York, says: 


In the writer’s opinion, the adoption of the above proposed amendment would 
help enormously toward the attainment of this desirable objective and I am glad 
to record my endorsement of your recommendation that this amendment be 
adopted. 


Here is an extract from an extremely thoughtful letter from Pull- 
man Trust & Savings Bank, Chicago: 


I think the idea is excellent. Mobile homes and the parks in which they must 
locate, are as essential to our economy and national defense as are the construc- 
tion workers who build our ever-expanding lines of communication, power and 
other public works projects, and atomic-energy plants and other defense installa- 
tions. Anyone who fairly estimates our future expansion nationally, and our 
need for defense installations, and who carefully analyzes and recognizes the 
elements inherent in these construction operations, must face the fact that they 
will require a tremendous, somewhat fluid, force of workers who can move with 
some celerity from community to community. If adequate facilities are not pro- 
vided, then our whole future expansion and construction of defense facilities 
will be needlessly slowed down. 

Actually, as Americans who do things, we would not nationally tolerate such 
a slowdown. What would happen is that we would slam-bang our way through, 
letting the law and human decency blink at the fact of sloppy parks for mobile 
homes, illegal usages of property, ete. Such sloppiness and illegality breeds a 
sort of extra-legal financing operation, which is always terribly expensive. It 
may mean that no financing as such can be secured, and pure capital funds have 
to be used for the entire cost of the trailer park; or it may be that the operators 
of the parks will resort to high interest rate and high commission sources of 
scarce funds; in either event, the cost soars, and must be passed on to occupants of 
the mobile homes, and in turn passed on by them into our costs of construction, 
and thus finally paid, well padded all down the line, by all of us as taxpayers. 
Added to this, of course, is the deterioration of the communities in which such 
parks are located. : 

There are now enough instances of well-built and well-managed mobile home 
parks to provide sound bases for design, construction, and operations’ programs 





556 HOUSING ACT OF 1955 


which will provide reasonable insurance against loss of funds invested or loaned 
to such facilities. It is a good time to present the whole problem to the Federal 
Housing Administration as a normal function of that body. 


From Pioneer Finance Co., Detroit, comes this: 


During the 18 years in which we have been in the business of financing mobile 
homes we have observed the steadily growing acceptance on the part of the 
publie of the idea of the mobile home as a permanent home. During this period 
of 18 years the mobile-homes manufacturers have steadily improved their product 
to the point where as of now they represent by far the greatest value in the 
history of the industry. They, also, compare very favorably in value with other 
forms of housing. 

We have noticed during our 18 years’ experience in this business that trailer- 
park development, nationally speaking, has not developed proportionately. * * * 
For the above reasons we are heartily in favor of the efforts of the Association 
to extend title II financing to mobile-homes parks and wish you every success. 


Senator Capemarr. How many years do you have in mind for the 
mortgages ¢ 

Mr. Lucas. The same terms that now exist with respect to FHA. 
That is the maximum. 

Senator Carenarr. You mean maybe 20 or 25 years? 

Mr. Weisn. Twenty or under. 

Mr. Lucas. Twenty or under. It is a discretionary power with 
FHA, as I understand it. 

Senator Carenartr. If it were 20 years on an average $1,500 cost. it 
would be about $75 per year, plus the interest ? 

Mr. Lucas. That is correct. 

The following two paragraphs come from the Michigan National 
Bank, Grand Rapids, which, incidentally, has financed mobile homes 
on a national scale: 


As a bank interested in the mobile-home industry, we have made somewhat 
of a study of the park situation. It is for this reason that we have somewhat 
of a definite viewpoint on the immediate need for funds to assist in the building 
and rehabilitation of good mobile home parks. To acquire more information 
and experience in this field, we have during the past 3 years extended loans to 
4 substantial park operators in amounts aggregating in excess of $500,000 with 
2 of the parks borrewing approximately $150,000 each to complete their improve- 
ments. To date our expérience with this type of loan has been most satisfactory. 

It is our opinion that a mortgage loan of a reasonable amount made to a re- 
sponsible park owner of property in a good location will prove to be a sound 
financial venture for a bank or insurance company. For this reason we are 
pleased to go on record as recommending that loans properly made on trailer 
parks be included and insured under title II of FHA in a manner similar to the 
procedure now available for financing multiple-family residences and apartment 
projects under the FHA-insured mortgage program. 


From Peoples National Bank of Grand Rapids: 


We have been acquainted with mobile-home industry since 1935 and have 
been amazed at the growth of the industry, in spite of the poor parking facili- 
ties which are offered trailerites. 

Finance assistance by FHA will do much to improve living conditions for 
thousands of good Americans throughout the United States. We sincerely hope 
you are successful, 


The four minor amendments we are Soren ee TR: which would 
appropriately fit in after section 4 of S. 1800, are appended to this 
statement, as is a rewrite of the applicable sections of the National 
Housing Act, as amended, showing how those sections would read if 
the amendments were adopted. 

The first amendment makes it clear that the real estate on which an 
insurance mortgage is authorized under section 207 (a) (1) and on 
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which there is to be constructed buildings includes real estate upon 
which there is to be constructed facilities for trailer-coach mobile 
dwellings. 

The second amendment includes space in a trailer court or park 
within the section 207 (a) (6) definition of “rental housing.” 

The third amendment merely makes it clear that the value of com- 
pleted-physical-improvements limitation, referred to in section 207 
(c) (2), will, in the case of trailer parks, not be measured by the same 
standards applicable to ordinary residential structures, that is, to 
buildings installed on real estate. Much of the improvement in a 
trailer park will be underground, such as sewer, light, and water utili- 
ties, and surface, such as grading, landscaping, and roadways, with 
only a small amount of the value represented by such structures as 
oflice, recreational, laundry, or toilet facilities. 

The fourth amendment contains the dollar limitation on the mort- 
gage. Present limitations in section 207 (c) (3) are on rooms and 
dwelling units. This fourth amendment limits the mortgage in the 
case of trailer parks to a maximum of $1,000 per space or $300,000 
per mortgage. Incidentally, a bill covering these amendments to 
the National Housing Act (H. R. 6164) is pendimg in the House Bank- 
ing and Currency Committee. 

In the light of the place the mobile home occupies in the Nation’s 
housing picture, the need of more and better parks, the adaptability 
of this type of insurance to FHA’s normal activities, and the willing- 
ness of the financial fraternity to participate in solving the problem, 
I earnestly recommend to your committee favorable consideration of 
these amendments. 

Senator SparkKMAN. Without objection, the amendments proposed 
by the Mobile Homes Manufacturers Association will be made a part 
of the record at this point. 

(The amendments referred to follow :) 


PROPOSED MOBILE HOMES MANUFACTURING ASSOCIATION AMENDMENTS 


(1) After the words “residential use” and before the semicolon in section 
207. (a) (1) (B) insert “or upon which there is located or to be constructed 
facilities for trailer coach mobile dwellings.” 

(2) Replace the period with a comma at the end of section 207.(a)(6) and 
add: “or space in a trailer court or park properly arranged and equipped .to 
accommodate trailer coach mobile:dweHings.” 

(3) After the words “of this section” and before the comma in the first proviso 
of section 207. (c) (2) insert “or a mortgage on a trailer court or park.” 

(4) After the words “per family unit)” and before the colon immediately 
preceding the proviso in section 207. (c) (3) insert: “or not to exceed $1,000 per 
space or $300,000 per mortgage for trailer courts or parks.” 


How CERTAIN NATIONAL Hovusine AcT SECTIONS WoULD READ AFTER MosriLE HoMEs 
MANUFACTURING ASSOCIATION AMENDMENTS 


Sec. 207. (a) (1) The term “mortgage” means a first mortgage on real estate 
in fee simple, or on the interest of either the lessor or lessee thereof (A) under 
2a lease for not less than ninety-nine years which is renewable or (B) under a 
lease having a period of not less than fifty years to run from the date the mort- 
gage was executed,.upon..which*there is loeated or upen which there is to be 
constructed a building or buildings designed principally for residential use 
or upon which there is located or to be constructed facilities for trailer coach 
mobile dwelling; and the term “first mortgage’ means such classes of first liens 
as are commonly given to secure advances (including but not being limited to 
advances during construction) on, or the unpaid purchase price of, real estate 
under the laws of the State in which the real estate is located, together with 
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the credit instrument or instruments, if any, secured thereby, and may be in 
the form of trust mortgages or mortgage indentures or deeds of trust securing 
notes, bonds, or other credit instruments. 

Sec. 207. (a) (6) The term “rental housing’ means housing, the occupancy 
of which is permitted by the owner thereof in consideration of the payment of 
agreed charges, whether or not, by the terms of the agreement, such payment 
over a period of time will entitle the occupant to the ownership of the premises, 
or space in @ trailer court or park properly arranged and equipped to accommo 
date trailer coach mobile dwellings. 

Sec. 207. (¢)(2) not to exceed 80 per centum of the estimated value of the 
property or project (when the proposed improvements are completed) : Provided, 
‘That except with respect to a mortgage executed by a mortgagor coming within 
the provisions of paragraph numbered (b) (1) of this section or a mortgage on 
a trailer court or park, such mortgage shall not exceed the amount which the 
(‘commissioner estimates will be the cost of the completed physical improve- 
ments on the property or project exclusive of public utilities and streets and 
organization and legal expenses: * * *; and 

Sec, 207. (¢) (3) not ot exceed, for such part of such property or project as 
may be attributable to dwelling use, $2,000 per room (or $7,200 per family unit 
if the number of rooms in such property or project is less than four per family 
unit) or not to exceed $1,000 per space or $300,000 per mortgage for trailer courts 
or parks: Provided, That as to projects to consist of elevator type structures, 
ihe Commissioner may, in his discretion, increase the dollar amount limitation 
of $2,000 per room to not to exceed $2,400 per room and the dollar amount limi- 
tation of $7,200 per family unit to not to exceed $7,500 per family unit, as the 
case may be, to compensate for the higher costs incident to the construction of 
elevator type structures of sound standards of construction and design. 


Mr. Lucas. Mr. Chairman, I would like to have Mr. Welsh make 
one statement. He is the financial consultant of the Mobile Homes 
Manufacturers Association and has been in the banking business for 
40 years. I would like to have him make one statement in which I 
know you will be interested. 

Senator SparKMAN. All right, Mr. Welsh. 

Mr. Wetsn. We have run surveys for the last 4 years on the credit 
profitableness of the trailer paper itself. That shows that the loss 
ratio is something less than one-tenth of 1 percent. I have just re- 
ceived a letter here from Tulsa, Okla., in which they say : 

We have financed in excess of $139 million of paper, retail and wholesale, to 
assist the mobile home purchasers acquiring a home. Our net loss has been less 
than one-twentieth of 1 percent. 

That is just to show how sound the financing of the paper is. 

Senator SPARKMAN. Yes. 

Mr. Lucas. Mr. Chairman, there are two other associations joining 
the MHMA in support of these amendments. In the interest of con- 
serving the commitee’s time, Mr. Ralph Kaul for the Trailer Coach 
Association, and Mr. Byron Sorrell, for the Mobile Homes Dealers 
Association, are submitting statements for the record. 

Senator Sparkman. What part would FHA play in setting the 
rents? Is there a separate rent on both the trailer itself and the 
trailer space, or does the owner of the trailer rent the space? 

Mr. Lucas. The owner rents the space, that is, the owner of the 
trailer rents the space. 

Senator Sparkman. In other words, the trailer park does not own 
the trailer ? 

Mr. Lucas. That is correct. 

Senator SparKMAN. And you are not asking for any coverage of the 
individual trailers at all? 

Mr. Lucas. The Senator is precisely correct. 
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Senator SpARKMEN. It is the park, the spaces of which are to be 
rented to the owners of the trailers? 

Mr. Lucas. That is correct. 

Senator Sparkman. And the insurance would be protected by the 
rental charged on the space? 

Mr. Lucas. That is the very thing we brought out. 

Senator Monroney. And the mortgage on the land. 

Mr. Lucas. Yes. Of course, the mortgage on the land. 

Senator SparKMAN. Yes. We understood that. 

Mr. Lucas. We have one other short statement here which I would 
hope the committee might listen to. He is a park owner and has been 
in the business from the beginning. This statement is only about two 
pages long and I would like to ask that he be given time to make his 
statement. 

Senator Sparkman. All right. Are there any other questions? 

Senator Carenarr. Section 207 calls for cost certification. 

Mr. Lucas. Yes. 

Senator Carenarr. You are asking for $1,000 on each unit? 

Mr. Lucas. That is the limit. 

Senator Cargnart. Suppose it costs only $800. Then what percent- 
age of the cost will the owner put up? 

Mr. Lucas. I did not understand the question. 

Senator Carenarr. Suppose the cost was only $800 per unit. Then 
what would you get ? 

Mr. Lucas. You would have the same situation whether it was 
$800, $600, or $1,000 per unit, so far as FHA is concerned. 

Senator SparkKMAN,. 80 percent. 

Mr. Lucas. 80 percent is the maximum. 

Senator Carenarr. In other words, it is 80 percent of the cost, and 
section 207 calls for cost certification ? 

Mr. Lucas. That is correct. 

Senator LenmMan. Not exceeding $1,000. 

Mr. Lueas. That is right. And not exceeding $300,000 for the 
entire park as well as not exceeding $1,000 for each space. 

Senator Carrnarr. Regardless of what each unit costs it is not to 
exceed $1,000 for each space and not exceed $300,000 for the entire 
park. Is that not a little low? 

Mr. Lucas. The loan is not to be more than $1,000, 

Senator Carenart. If it ran $1,000 per unit it would be 300 units. 
My point is, is that a little low / 

Mr. Lucas. We do not think so, Senator. 

Senator SparKMAN. May I ask you this question’ Do you believe 
that the mobile park development, as they call it, today has reached 
the stage where we can feel it is a permanent part of our home housing 
setup in this country ? 

Mr. Lueas. Mr. Chairman, that is a very good question. From my 
information and the studies I have made, and through the different 
conversations I have had with men who are primarily interested in 
this business, I am convinced beyond any question of a doubt that the 
mobile home is a very intricate and serious part of our housing econ- 
omy at this particular time. 

The mere statement that Mr. Welsh made with respect to the very 
low loss you have on a trailer itself is an indication of how these 
people feel about a trailer once they buy one and make it their own. 





560 HOUSING ACT OF 1955 


Senator SPARKMAN. You mean a mobile home ?¢ 

Mr. Lucas. After they make it their mobile home. Yes, sir. 

Senator SparRKMAN. I was referring to your use of the word 
“trailer.” I thought we had gotten away from that. 

Mr. Lucas. We have, and I accept the amendment. 

Senator Monronrey. What is the usual amount paid as rental_for 
space for a trailer in a park? 

Mr. Lucas. That question was asked a moment ago, Senator, before 
you came in, and it runs from $25 to $30 per unit per month. 

Senator Monroney. With all utilities? 

Mr. Lucas. That is right. We feel this is a definite move in the 
right direction toward helping to ease the critical situation which 
exists with regard to housing in this country. Servicemen, by the 
way, are vitally interested in this, and our next witness can tell you 
about some of the problems he has had if he is permitted to do so. 

Senator SPARKMAN. You have studied section 207 and you are cer- 
tain that the amendment you suggest will do the job? The reason 
why Lam mentioning that is because in subsection (B) (2) of section 
207 there is a provision for an exclusion from the costs of public 
utilities, streets, legal expenses, and so forth. Has that been. taken 
into consideration in the drafting of those amendments? 

Mr. Lucas. We understand and feel that amendment 3 to section 
207 (c) takes care of that very thing. 

Senator SPARKMAN. You mean your suggested amendment 3? 

Mr. Lucas. Yes. If there is any question about it we should be 
delighted to have the legislative counsel of the Banking and Curreney 


r 
© 


Committee take a second look at that because that is one of the very 
important things in these amendments, of course. 

Senator SPARKMAN. Will you look at your amendment 3 and go 
on down? You simply insert the words, 


or a mortgage on a trailer court or park. 
You retain that language which says— 


such mortgage shall not exceed the amount which the Commissioner estimates 
will be the cost of the completed physical improvements on the property or proj- 
ect exclusive of public utilities and streets and organization and legal expenses: 

Mr. Lucas. I would like, if I may, to have Mr. Miller expkaim: that. 
I think he is responsible for the drafting of that language. 

Mr. Mintzer. As section 207 (c) reads now there is an exclusion of 
those utilities in computing the eligible mortgage, but that section also 
contains an exception and says that you do not include or concern 
yourself with the exception of utilities in the cases of certain 

Senator SparKMAN. I see. Your proviso starts off with, 

That except with respect to a mortgage * * * 


Mr. Miuirr. Yes, it adds an exception to an already existing 
exception. P 

Senator Sparkman. Yes. The thing that caught me was-that*l 
thought the only part you were adding was this part that you have 
underscored. y : 

Mr. Miter. It is. There is already an exception and we are adding 
that trailer amendment as another exception to the rule that you do 
not count utilities. 
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Senator SPARKMAN. Yes. You just add that as an additional 
exception. 

Mr. Miter. Yes. 

Senator Sparkman. All right. Thank you very much. 

Mr. Lucas. Now, may I present Mr. Louis Van Selow who is a joint 
owner-operator in the city of Des Plaines, Ill. He has a short state- 
ment. 

Senator SparKMAN. All right, sir. 


Mobile homes 


STATEMENT OF LOUIS VAN SELOW, OWNER OF BUCKHORN 
RANCH TRAILER PARK, DES PLAINES, ILL. 


Mr. Van Sevow. My name is Louis Van Selow, and I live at Route 
2, Des Plaines, I]. I am the owner and operator of the Buckhorn 
Ri anch Trailer Park, which is three blocks from the O'Hare Airbase. 
The O’Hare Airbase is one of several established as part of the jet 
interception defense of our major cities. This particular base was 
established to defend Chicago. 

The Buckhorn Trailer Ranch was established in 1951. Currently 
it provides spaces for 74 trailers, known as mobile homes. These are 
privately owned mobile homes, and most of them are owned and occu- 
pied by members of the armed service, particularly Air Force per- 
sonnel stationed at O’Hare Field. Several of them are jet pilots. 
Every unit is occupied, and we have a waiting list, which at times has 
gotten as high as 150 families. Among the occupants are also doctors, 
a U niversity of Illinois professor, and other professional people. 

Currently, we are completing our plans to triple the size of the park. 

Mr. Chi: aati an and members of the committee, when I entered this 
field I owned my property clear, I had a nominal amount of money 
and a will to work. I went to bank after bank and found they would 
not loan me money to construct this trailer park which, even then, was 
sorely needed in the community. Finally, after I had not been able 
to push through my plans, I borrowed money on my own home, talked 
contractors into waiting for their funds and did considerable work 
myself. I happen to be anengineer. I was then able to get a loan from 
a bank to cover additional improvements and pay off the contractor. 

I have discussed my proposed expansion program with several 
bankers, and I know I again son a similar problem. A man building 
his store, a gasoline station, or a bowling alley, may be able to go in 
and get a construction loan to ° art his work because the improvements 
are above the ground. But I am certain that many other mobile-home 
parkowners and prospective parkowners who are helping meet a 
housing need of people who are connected with our Armed Forces, 
who are construction people building atomic energy plants and worth- 
while projects for defense purposes, are unable to obtain this financial 
assistance, 

The fact that most of our money is involved in utilities underground 
we feel improves the value of the land just as much as putting a dance 
hall or a bowling alley above the ground. 

It seems to me, Mr. Chairman, there are many bankers in this 
country who are not recognizing the development in mobile housing 
which has taken place to meet the economic and social needs of so 
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many thousands of people. That is why we are appealing to thy 
Congress of the United States for a remedy in this situation. We 
feel certain that if these amendments become a law, there are a numb: 

of people who will be willing to invest in our type of housi 

development. 

Mr. Chairman and members of the committee, I am not a theorist. 
[ speak from practical experience as an owner and operator of a 

obile-home park. 

know what I am talking about when | say there are hundreds of 
other owners and operators of mobile-home parks as well as many, 
iny practical businessmen who would like to go into this field but 
frustrated in their expansion or in their initial undertaking of 
such an a tivity by the lack of financial assistance which is so necessary 
for this type of undert: aking. 

The biggest single impetus that this committee could do to break 
this bottleneck would be to authorize FHA to insure loans made to 
responsible people. I believe there are many lending institutions who 
need only this encouragement from Congress before they would be 

than willing to extend the needed financial aid. 

Senator SparKMAN. Thank you, Mr. Van Selow. You have given 

sa very good statement from a practical operating standpoint. 

Senator CaprHart. You have done a good job—all of you. 

Mr. Lucas. We want to thank you very much for the time we have 
consumed here, and apologize for taking more than the time you 
allotted, but we thought it was necessary in order to convince you that 
we have a good bill. 

Senator CapreHArT. When you make a sale you had better get out 
and quit before people change their minds. 

Senator Sparkman. I understand the Trailer Coach Association has 
a statement to file. 

Mr. Lucas. Yes, Mr. Chairman. Also, Mr. Chairman, Mr. Sorrell 
of the Mobile Homes Dealers Association has a statement to file. 

Senator SparKMAN. Without objection the statements of the two 
organizations will be made a part of the record at this point. 

(The statements referred to follow :) 


Mobil home S 


STATEMENT OF RALPH KAUL, REPRESENTING TRAILER COACH ASSOCIATION 


Mr. Chairman and members of the committee, my name is Ralph Kaul and 
am president of the Kaul Co., 1025 Connecticut Avenue, Washington, D. C., 
which advises and represents the Trailer Coach Association, 607 South Hobart 
Boulevard, Los Angeles, Calif., on matters of national interest and legislation. 
rhe Trailer Coach Association represents all segments of the industry—manu- 
facturers, suppliers, dealers, and park operators—mainly in 11 Western States. 
At the present time in the United States there are more than 2 million occu- 
pants of trailer coach mobile homes. The Trailer Coach Association joins with 
the Mobile Home Manufacturers Association and the Mobile Home Dealers 
National Association in urging that the benefits of the National Housing Act 
be extended to these people and to this important segment of our housing re- 
source. Specifically, the association proposes that section 207 of the National 
Housing Act be amended to extend FHA mortgage insurance to trailer or mobile 
home parks, as underlined as follows: 
“Spec. 207. (a) (1) The term ‘mortgage’ means a first mortgage on real estate 
fee simple, or on the interest of either the lessor or lessee thereof (A) under 
4 lease for not less than ninety-nine years which is renewable or (B) under 
a lease having a period of not less than fifty years to run from the date the 
ortgage was executed, upon which there is located or upon which there is to 
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be constructed a building or buildings designed principally for residential use 
yy upon which there is located or there is to be constructed facilities for trailer 
coach mobile dwellings; and the term ‘first mortgage’ means such classes of 
first liens as are commonly given to secure advances (including but not being 
limited to advances during construction) on, or the unpaid purchase price of, 
real estate under the laws of the State in which the real estate is located, 
together with the credit instrument or instruments, if any, secured thereby, 
and may be in the form of trust mortgages or mortgage indentures or deeds of 
trust securing notes, bonds, or other credit instruments. 

“Sec. 207 (a) (6) The term “rental housing” means housing, the occupancy 
of which is permitted by the owner thereof in consideration of the payment of 
greed charges, whether or not, by the terms of the agreement, such payment 
over a period of time will entitle the occupant to the ownership of the premises, 
wv space in a trailer court or park properly arranged and equipped to accon 

date trailer coach mebile direllings 

“Sec. 207 (c) (2) not to exceed SO per centum of the estimated value of the 
roperty or project (when the proposed improvements are completed) : Provided, 
That except with respect to a mortgage executed by a mortgagor coming within 
the provisions of paragraph numbered (b) (1) of this section or a mortgage 
on a trailer court or park, such mortgage shall not exceed the amount which 
the Commissioner estimates will be the cost of the completed physical improve- 
ments on the property or project exclusive of public utilities and streets and 
organization and legal expenses; * *; and 

“Sec. 207 (c) (3) not to exceed, for such part of such p: y or project 
as may be attributable to dwelling use, $2,000 per room (or $7.200 per family 
nit in the number of rooms in such property or project is less than four per 
family unit) or not to exceed $1,000 per space or $300,000 per mortgage for trailer 
courts or parks; Provided, That as to projects to consist of elevator type struc- 
tures, the Commissioner may, in his discretion, increase the dollar amount limita- 
tion of $2,000 per room to not to exceed $2,400 per room and the dollar amount 
limitation of $7,200 per family unit to not to exceed $7,500 per family unit, as 
the case may be, to compensate for the higher costs incident to the construction 
of elevator type structures of sound standards of construction and design.” 

The effect of this amendment would be to permit the FHA Commissioner to 
insure the mortgages on trailer parks which meet proper standards with the 
following safeguards, namely, that no mortgage can exceed SO percent of the 
value of the property, including utilities, or more than $300,000, and also limits 
the cost to no more than $1,000 per space. 

We feel, Mr. Chairman, that the proposed amendment would provide a num- 
ber of advantages, and no serious disadvantages to the public that we can 
foresee. We have summarized for the committee information on the trailer- 
coach mobile-home industry which, we believe, supports the proposed amend- 
ments to include trailer parks in the National Housing Act: 

(1) Some 800.000 trailer coaches are providing permanent homes for more 
than 2 million people. Mobile homes and parks are the homes of military per- 
sonnel who are enabled to have their families with them wherever stationed 
in the United States, of defense workers and their families, of newlyweds, 
of retired folks, of construction and agricultural workers and others in mobile 
or semimobile employment. For many of these workers it is their only prac- 
tical solution for family living and homeownership. 

(2) The modern trailer-coach mobile home has been developed to meet high 
standards of living. It has become, by apartment standards, a livable 2-bed- 
room dwelling unit with a fully equipped bathroom and kitchen, and includes 
all the essential house furnishings. The modern trailer park is developing 
into an attractive, suburban development with landscaping, recreation areas, 
and utilities equal in every respect to the average garden apartment. 

(3) The proposed amendment will improve general property values and com- 
munity relations by encouraging modern standards for trailer-coach dwelling. 
Wherever substandard conditions do exist in trailer parks this proposed legis- 
lation would permit private enterprise to do the job of property improvement 
and modernization. 

(4) There are no subsidies involved in this proposal. Not a cent of cost to 
the taxpayer. Not a cent to tack onto the national debt. We are talking here 
of extending credit on secured loans with reasonable limitations and condi- 
tions. In our opinion the insurance premiums which the FHA will receive would 
very substantially exceed the losses. This will be a fully self-supporting and 
self-amortizing program. 
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(5) By 1952, purchases of trailer coaches amounted to $320 million, an in- 
crease of 300 times, and today almost all of the trailer coaches are purchased 
for year-round, permanent dwellings. It is not simply chance but choice that 
has made the trailer-coach mobile dwelling the fastest-growing segment of the 
housing industry and, indeed, one of the very fastest growing industries in the 
country 

(6) The people that are buying trailer coaches are present owners of trailer 
coaches. It is estimated that 60,percent of the people that buy a trailer coach 
now own one, which means that they are becoming permanent housing for the 
people who have either no other practical solution for homeownership, or the 
people who have tried them and now prefer to live in the trailer-coach mobile 
dwellings as their permanent-housing solution. In 1937, vacationers accounted 
for about 50 percent of trailer coach purchasers. Many more vacationers are 
purchasing trailer coaches today than 17 years ago but the vacationer is only 
1 percent of today’s trailer coach market. Ninety-two percent of today’s pur- 
chases are for dwelling purposes. 

(7) Military personnel purchase 1 out of every 4 trailer coaches sold today. 
For the serviceman the trailer-coach dwelling has many advantages. No longer 
need he rent converted barns and chicken coops or other substandard quarters 
at exorbitant prices. No longer need he speculate on the length of his assign- 
ment at any one station and hurriedly sell a home if he gets orders to report 
elsewhere. He and his family can continue to live in their own home, moving 
quickly and easily to anywhere in the country where he may next be stationed. 
His current living costs are lower and his payments help build a good family 
saving—the equity in his mobile home. The feeling of having a succession of 
quarters, none of which can be called home, is replaced. The comfortable 
completely equipped and furnished modern trailer coach dwelling is home to 
the serviceman and his family regardless of the installation to which he is 
assigned. 

(S) The older folks have taken to trailers in large numbers. Retired people 
are accounting for 10 percent of trailer-coach purchases. Typically, the retired 
couple desires independence; the trailer-coach dwelling is easy to keep and pro- 
vides a practical home which can be brought along for visits to children. Also 
the retired couple usually has an adjustment problem; new interests are found 
in trailer-coach living to supplement the feeling of being discarded by the work- 
aday world. In modern trailer parks in every part of the country, retired couples 
are making new friends, enjoying new hobbies, and sports. Then again, the 
ability to avoid the extremes of hot summers and cold winters is of particular 
importance to older people; many retired couples are enjoying the opportunity 
of being in a pleasant climate the year around. For the modern retired couple 
no other housing possesses anything like these advantages of the trailer-coach 
mobile dwelling 

(9) An important fact is that 2 out of 3 purchasers of trailer-coach mobile 
Iwellings have owned such dwellings previously. About 90 percent of the pur- 
chasers of trailer-coach mobile dwellings are planning to live in them for at 
least 5 years and many of the purchasers are planning to live in them indefinitely. 

10) The 12,000 trailer parks are widely distributed over the country, with 
a significant number located in such States as California, Florida, Arizona, and 
Texas. Under the proposed amendment, with its provision for the establish- 
ment of FHA standards, these parks will develop into an increasingly valuable 
community asset. 

(11) The trailer park resources represents an investment of roughly $550 
million. The addition and modernization each year is estimated at least 10 
percent, or $50 million. Even if one-third of this amount required FHA insur- 
ance, it would have a negligible effect on the authorizations under title IT. 

(12) The modern mobile-home park is the same as the suburban garden apart- 
ment except that the tenant owns his housing unit and rents the space and the 
utilities. All the essential requirements for planning and good quality con- 
struction such as FHA minimum property requirements, national plumbing 
code and regulation of the National Underwriters, would apply to trailer parks 
just as they apply to apartments. The establishment of such standards to 
trailer parks by FHA would have the effect of raising standards wherever sub- 
standard conditions exist. 

The National Housing Act has failed to take account of this important part 
of the housing industry. The failure to note the tiny industry of the 1930's 
was understandable. Today, however, a failure to accept the trailer-coach 
mobile dwelling as a part of the housing program would be a failure to recog- 
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nize the low-cost branch and the fastest growing branch of the industry. More 
important it would mean continued discrimination against the families of 
defense and essential civilian workers, military personnel, and against retired 
people. More than 2 million people have found that the trailer-coach mobile 
dwelling is meeting their housing needs best. Two hundred thousand persons 
are joining the trailer-coach population each year. These are Americans who 
are looking forward to the same treatment that Congress has provided others 
in the National Housing Act. 

On behalf of the many thousands of families owning trailer coach mobile 
homes, and the industry that serves them, the Trailer Coach Association strongly 
urges that the-cemmittee consider and pass the proposed amendment. 

Thank you, Mr. Chairman, for permitting us to be heard. Our association will 
be pleased to compile and furnish any detailed information that the committee 
may need. 


Mobile homes 


STATEMENT OF E. Ray MyYers ON BEHALF OF THE MosILEHOME DeALers NATIONAL 
ASSOCIATION 


My name is E. Ray Myers and I am the president of the Molibehome Dealers 
National Association, 39 South La Salle Street, Chicago, Ill. My written state- 
ment submitted to you is on behalf of our association, and it is in substitution 
for my personal appearance in the interest of conserving the time of this com- 
mittee. The Mobilehome Dealers National Association is a trade association 
consisting of S00 members who are engaged in the mobile-home industry through- 
out all parts of the United States. 

The purpose of my statement today is to endorse H. R. 6164, which provides 
for an amendment to the National Housing Act authorizing loans for the con- 
struction of mobile-home parks, sometimes referred to as trailer-coach courts. 
We join with the two other associations of the mobile-home industry, Mobile 
Home Manufacturers Association and Trailer Coach Association, in urging adop- 
tion of the amendments relating to parks. 

Mobile-home living is already extensive, and it is becoming increasingly more 
popular. During the past year 76,000 mobile-home units were sold at a value 
of $324 million. Under the definition of low cost housing in title 1, section 8, 
of the National Housing Act, mobile homes are the greatest source of low-cost 
housing today. About 90 per cent of the housing units sold under $6,000 are 
mobile homes. There are some 800,000 mobile-home dwellings occupied by 
approximately 2 million persons. Recent surveys reveal that there are about 
12,000 mobile-home parks in operation. At least half of these parks are inade- 
quately equipped. Only about 5 per cent of the park operators own more than 
one park. The parks are limited in size. Our survey discloses they have accom- 
modations as follows: 

50 per cent of the parks accommodate 50 to 75 mobile-home units; 11 per cent 
of the parks accommodate 76 to 125 units; and 12 per cent of the parks accom- 
modate in excess of 126 units. 

It is quite clear that park facilities for this great source of low-cost housing 
is critically inadequate. 

I do not mean to state that only the very low-income class of our population 
enjoy mobile living. These low-cost housing units are very frequently occupied 
by preference rather than by necessity. In some families where the husband’s 
occupation requires him to move from place to place, the mobile home provides 
the only method whereby family unity can be preserved. In one of our recent 
surveys we learned that occupants of mobile homes on a national basis could be 
eategorized in the following percentages: 


Percent 
Construction and defense workers___- ; gsm ‘ i ; _ 40.5 
Military phignrateh ditties aie tesa i or — ; 18. 5 
Newlyweds siege ia ias : Saas é eR: 
Retired —_- etectiniceat anita hie Sh ee Reo ee 
Students —_- es é 5 


Other groups ats = ee kids i 7 ei fet ; 15 


The people of our country are rapidly learning of the utility and comfort of the 
mobile home. Since World War II the development of mobile homes into com- 
pletely self-contained family units has been profound. However, the availability 
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of adequate park areas has grossly limited the utilization of these homes. The 
construction and operation of a mobile home park is a sound investment and 
business venture. The annual return of the investment is sometimes as high 
as 15 percent. Nevertheless the lack of available &mancing has prevented mobile- 
home park operators from keeping pace with other developments in this housing 
industry. The National Housing Act at this time makes absolutely no provision 
for the financing of mobile-home parks. 

I have been impressed recently by two important needs for adequate mobile 
home parks on the national scale. First, as an adjunct to metropolitan living, 
a mobile-home park with its separate water supply, electric power, and sewerage 
system can accommodate city workers without adding to the overloaded public 
utilities. Second, in the event of a national emergency quarters for large groups 
of people can be moved to or away from a vital area. In fact, recently the civil 
defense, recognizing the value of the mobile home, experimented with them in 
some of its atomic tests. 

It is our understanding that the amendment to section 207 (c) (2) will include 
the cost of the property, public utilities, and streets in the evaluation for loan 
purposes. This will mean that in mobile-home park financing the usual rule 
of excluding public utilities and streets from the evaluation for loan purposes 
will be excepted. We sincerely urge the adoption of the amendments in H. R 
6164 

Senator SPARKMAN. Our next witness will be Mr. Nichols, represent 
ing the Home Improvement Contractors National Association. We 
are glad to have you. You have a prepared statement. I am not 
sure you were here when we started off and I mentioned the necessity 
of budgeting our time. I suggested that the prepared statement be 
offered for the record and perhaps you can summarize it, because we 
have 1 hour until the Senate convenes. 


Home V¢ pair and mode rnization 


STATEMENT OF C. N. NICHOLS, MANAGING DIRECTOR, HOME 
IMPROVEMENT CONTRACTORS NATIONAL ASSOCIATION, INC. 


Mr. Nicnois. Mr. Chairman, I believe I] heard you say we were 
budgeted to 15 minutes each. 

Senator SPARKMAN. ‘That is fine. 

Mr. Nicuoxs. | am going to summarize the first part of my prepared 
statement and also a great deal of my latter part, but in the in-between 
part I am going to ask for the permission of the committee to do as 
ex-Senator Lucas did and read it verbatim. 

Senator SparkMaN. All right. Follow your own procedure. 

Mr. Nicnots. But I will not exceed the time limit. Mr. Chairman, 
Iam C. N. Nichols, managing director of the NERSICA, Inc., with 
headquarters at 12 East 4ist Street, New York City. NERSICA is 
a copyrighted abbreviation of a lengthy name for an association repre- 
senting the home-improvement contractors of the United States. 

These contractors install or apply principally roofing, siding, in- 
sulating, combination storm windows and doors, metal awnings, 
jalousies, modern kitchens and garages, for old homes. They are 
mostly small-business men doing an average of between fifty and one 
hundred thousand dollars of business : annually, 

Their sales represent 50 percent of the total loans and over 
percent of the total dollar volume insured under FHA title I. 

The Department of Commerce estimates the home-improvement 
and modernization market of the United States in 1956 will be $12 
billion. About 50 percent of this total is sold for cash, leaving about 
$6 billion to be financed. Many State laws prevent terms and rates 
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on unsecured loans favorable to the homeowner. Most rural banks 
everywhere, I feel, might have to discontinue this type of loan without 
FHA title 1. Only under FHA title I can the small income home- 
owner keep his property in livable condition. 

Mr. Chairman, before proceeding with my formal statement I wish 

) be registered with your committee that I am also speaking for 
cilia upon millions of low-income homeowners who have no organi- 
zation to represent them. They need title I of the FHA. 

There are three things we want to suggest. One is a permanent 
FHA title I. Two, larger insured amounts and longer periods of time 
to repay the loans. Three, elimination of the 6-month occupancy 
section from the National Housing Act of 1954. 

We believe title I legislation should be placed on a permanent basis. 
It was all right to have anu expiration date on title 1 when it was in 
its experimental state. I believe this is the 14th extension asked for 
FHA title I. Back in the days when the idea was new, unproven, and 
there was considerable question as to whether it was good or bad legis- 
lation, a mere extension was justified. Surely, Mr. Chairman, after 21 
years of operation all doubts as to the value of title I as a Government 
agency have been eliminated. 

The plan has proved good for all segments of the public, particularly 
the homeowner in the lower brackets. It has also been valuable to 
the banks as well as the suppliers of building materials used in the 
renovation and modernizing of old homes and buildings. FHA title I 
has built this new $12 billion industry which I represent here today. 

The program has been self- -supporting and without cost to the 
taxpayers. 

Now that the title I plan has proven itself, nothing is gained by 
setting up an expiration date. The program is either good or bad, it 
lias operated for or against the homeowners and should be judged that 
way. ‘True, we feel keenly that we want Congress to review all Gov- 
ernment agencies from time to time and consider their operations in 
the light of current developments. 

The Commissioner of FHA must make an annual report to Con- 
gress; also annually he must appear before a committee of Congress to 
obtain an appropriation for the current year. This periodic scrutiny, 
plus a ceiling on the amount of loans that may be outstanding at any 
one time, are in my opinion necessary safeguards to assure proper ad- 
ministration of title I on a permanent basis. 

May I interject here my hope that if FHA title I is put on a perma- 
nent basis, or even if its expiration is only extended again, Congress 
should check its progress and operations more thoroughly than they 
have done in the past. 

To put title I legislation on a permanent basis would be helpful to 
everyone interested in its benefits—the homeowner, the lender, the con- 
tractor and, finally, the FHA administration. Each would know 
where he is going and plan accordingly. 

Senator Carenarr. Will the gentleman yield? 

Mr. Nicuots. Yes, sir. 

Senator Carenart. What is to be gained by putting it on a perma- 
nent basis? 

Mr. Nicuots. I am just about to point out that I am going to plead - 
with this subcommittee again, as I have done before in appearances 
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before congressional committees during the past several years, “Let's 
get the confusion about FHA title I over by putting its governing 
legisl: ation on a permanent basis.’ 

{ mean by that that people in our business are confronted every 1, 
2, 3, 4, or 5 years, which is the longest it has ever been extended, and 
that was the last time—with the same problem. Along about the end 
of the period they are wondering, “Will I be able to go out and sell 
FHA title I and have this wonderful program to present to my cus- 
tomers?” Of course, it usually gets the administration of FHA title I 
in a kind of a dither, may Isay. That is my reason for thinking it is 
proven. Why should we keep renewing it? 

Senator Carenmarr. I think it should be watched very, very care- 
fully. I would be against making it permanent. I want you to roe 
that. Certainly I think we have to watch it for another 1 or 2 or : 
vears to make sure that these safeguards we wrote in the last time are 
going to work. 

Mr. Nicnors. As I pointed out, you can watch it each year. If I 
understand the ability of Congress they can also do away with the law 
if they do not like it. 

Senator Carrnarr, Sure, but we found so many irregularities in 
title I that I do not see any necessity for making them permanent 
legislation. 

Senator SPARKMAN. It seems to me we have plenty of time to con- 
sider that question because it runs until 1960 under the present law. 

Mr. Nicwors. It does not run yet. It expires June 30. 

Senator SparKMAN. I mean, assuming the bill is passed. 

Mr. Nicuoxs. I am glad to hear you say it will run until 1960, Mr. 
Chairman. 

Senator Carpenarr. 8. 1800 extends it for 5 years. 

Mr. Nicnors. I did not know that law had passed. 

Senator Carenarr. It will pass. 5S. 1800 will pass. 

Senator Douveras. Are you not afraid this will be a permanent in- 
vasion by Government into the sphere of private enterprise? Should 
not the Government not interfere with private enterprise? 

Mr. Nicuors. Senator, I know you are an economist and I hate to 
talk economy with you, but I believe if you make a careful study you 
will find that all of the banks of the United States cannot carry the 
home-improvement loans that are necessary to keep the houses of 
America in livable condition. 

Senator Doveras. But should we not try to educate the banks rather 
than have the Government interfere in this matter? 

Mr. Nicuors. They cannot do it, Senator. I am not talking about 
the Manufacturers Trust or Chase or Hamilton and all of these big 
banks in the metropolitan areas. I am discussing small banks out in 
the country. They cannot possibly do it and keep | up the loans in a 
areas without some help on this FHA title I. You know as well as I 
do you have to set up what your program is for the year, and you allot 
so much money for loaning to this, that, and the other. You realize, 
of course, under FHA title I, under the insured program, that the loans 
are not carried against the liabilities of the banks who have these in- 
sured loans. ‘That means they have more money to loan to other busi- 
nesses and for other purposes. 

Sen ator Dovenas. Do you have respect for ex-President Herbert 
t Loe ver ¢ 
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Mr. Nicuors. Well, I had. Yes, sir. 

Senator Dove.as. Is it not true that the Hoover Commission recom- 
mends the Government getting out of this type of business / 

Mr. Nicroxs. I recommend some things here, I imagine, a lot of 
people will not agree with, and I do not agree with everything that 
President Hoover is recommending in his report. 

Senator Dove as. In other words, you disagree with the Hoover 


Commission report that the Government get out of the insurance busi- 


ness 4 


Mr. Nicuots. I feel in the matter of home improvements the Gov- 
ernment has a very sound reason for being in that business. 

Senator Doveias. But you agree with Mr. Hoover on all other 
matters ¢ 

Mr. Nicuors. No, I did not say I agree with Mr. Hoover on all 
other matters. | “lew a great many opinions of my own. I like 
what I like and I dislike very much what I do not like. May I go on, 
Mr. Chairman ? 

Senator Doveias. Mr. Hoover says this is socialism to have the 
Government in the business. 

Mr. Nicuors. I had a member of the Banking and Currency Com- 
mittee of the House, about 8 or 9 years ago tell me he thought I was 

. Hitler, and I was proposing a Hitler program. 1 did not agree 
with him, and that was back under a Democratic administration. 

Senator Doveias. Mr. Hoover is opposed to REA too, I under- 
stand. How do you stand on that? 

Mr. Nicnors. I have no stand at all and know very little about it. 
I live in New York City and am not affected by REA. 

Senator Doueias. You should take a general interest in the affairs 
of the country. Are you opposed to REA? Are you in favor of 
Government loans to the REA cooperatives? 

Mr. Nicuots. I shall not get into any argument about the Hoover 
Commission report. 

Senator Dovexias. If you favor guaranteeing loans for home re- 
pairs would you also oppose governmental loans for bringing elec- 
tricity into the home? 

Mr. Nicioxs. I do not believe I would. No. 

Senator Doueias. So you are in favor of REA? 

Mr. Nicuors. If that is all it means, I am in favor of it. 

Senator Doueras. You are in favor of the Government guaranty 
of farm mortgages ? 

Mr. Nicxotrs. I certainly am. I am interested in a little piece of 
property myself in Indiana. 

Senator Doueias. And production credit, for the purchase of ma- 
chiner x é 

Mr. Nicuotrs. I think, Senator, I am of the opinion you can go a 
little bit too far. 

Senator Doveias. Wait a minute. I am trying to find out what 
“too far” is. It is always somebody else’s business that is “too far” 
but I am trying to find out just where you step over the line. Would 
you favor Government loans for the purchase of farm machinery / 
Senator Carrnart. You mean the repair of farm machinery ? 
Senator Dovatas. No. Loans. 

Senator Carenartr. And repair of farm machinery ? 


62736—55——37 
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Senator Doveras. I have not brought that in yet. 

Mr. Nicroxs. I would not be in favor of loans for repairing them. 
I do not know whether it is necessary. 

Senator Doveras. For the purchase of farm machinery so that a 
farmer can put a crop in. 

Mr. Nicnoxs. I have no idea of whether we should go that far 
or not. 

Senator Doveras. Are you in favor of Government loans on crops? 

Mr. Nicuors. To a certain extent. 

Senator Doveras. It sounds as though you are in favor of the New 
Deal program. 

Mr. Nicuors. I did not know this was a political discussion. 

Senator Capenarr. You certainly showed good judgment in going 
to Indiana to buy a farm. 

Mr. Nicnots. That is my home, sir, right outside of your town— 
Fort Wayne. 

Senator Carrnart. You showed good judgment going to Indiana. 

Mr. Nicnors. Getting away from the permanency of title I, I would 
like to go into another point which is that I think we need a greater 
amount of insurance coverage and longer terms. 

The time has come when consideration must be given to increasing 
the amount of the loan to be isured by FHA and lengthening the time 
in which the loan can be repaid. 

In the period between 1940-44, that is, about the time higher prices 
began to prevail, the average loan insured ce FHA under ‘title I was 
$313. According to the FHA’s December 31, 1953, 20th annual re- 

ort, the average insured loan was $595. T his’ means that the average 
i1as almost doubled. 

These averages, however, do not disclose that 41 percent of title I 
insured loans are between the range of $600 and $2,500. It may sur- 
prise you to learn from this latest FHA report that 21.3 percent of 
the insured loans are between $800 and $2,500; 9 percent are in the 
range between $1,000 and $1,500. 

It is becoming almost impossible for a home owner to make all 
necessary repairs to insure a livable home if he insists on an automo- 
bile, radio, or television and many other consumer-financed luxuries. 
Unfortunately, he too often lets the roof go bad, the siding drop off or 
pays extra heating costs because of the lack of insulation or combi- 
nation storm windows and doors. Then suddenly he is confronted 
with an overdue necessary maintenance repair job which, because 
of neglect, is higher than it would have been if done in time. 

Payments for “the necessary improvements become a burden if the 
home owner must pay in 36 months. An $800 repair bill will cost 
him under FHA title I, $25.56 per month; a $1,000 job, $31.94; 
and a $1,500 job will amount to $47.91. This is just too much, and yet 
these payments are for permanent, necessary items of expense. 

There is another very important reason why insured loans should 
be larger and payments extended. This affects a part of the Federal 
Housing Act of 1954 which is near and dear to all—the rehabilitation 
of slums and blighted areas. 

Section 220 of that act is designed to establish within FHA a means 
for a city to work out a well-rounded neighborhood improvement 
program. As you are aware, loans can be obtained for the rehabilita- 
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von of existing dwellings in specific older neighborhoods and financ- 
mg can be arranged on new construction projected in these estab- 
lished blighted areas. A well-defined plan, approved by FHA, must 
be worked out by city authorities, after which loans may be insured 
up to 90 percent of appraisal value, with amortization periods up to 
30 years and interest at 414 percent. This section 220 plan may be 
used to cover purchases plus rehabilitation, refinancing plus rehabili- 
tation, or for new construction. 

Both the real-estate and home-building interests have special pro- 
grams for pushing this very worthwhile Government program. Great 
success is expected and already several cities are engaged in complet- 
ing final arrangements to participate in the plan. 

The establishment of such programs in any community will have 
what is termed “fringe areas.” ‘These are the sections immediately 
adjacent to the blighted area. Homes and buildings have been per- 
mitted to deteriorate in these “fringe areas” due to the slum condition 
adjacent. With the improvements under section 220, the owners of 
the “fringe” buildings will want to bring them up to at least the 
standard of the former blighted area. 

Because these buildings have been neglected, the absolutely neces- 
sary repairs will be high, in many instances higher than the $2,500 
limit allowed under the present FHA title I terms. The payments on 
the present 36 months’ limit would be impossible, so in a majority of 
instances a new blighted area is established adjacent to a former 
blighted section. This would destroy the expense and effort to elimi- 
nate the first area. 

Now, if larger insured amounts and longer payment time were 
granted, these “fringe” areas could also be improved under FHA 
title I. As an example of the difference in monthly payments, com- 
pare the following payments under a 60-month payment plan with 
the amounts I have indicated above for specific sums under a 36-month 
payment plan: 

Kight hundred dollars would be $16.67 per month; $1,000, a pay- 
ment of $20.84 each month; while $1,500 would require a monthly 
outlay of only $31.25. ; 

You can see this is quite a difference and could permit the “fringe” 
area to be rehabilitated too. 

Senator Monroney. Would you limit that additional time to these 
fringe areas? 

Mr. Nicuots. No. I would like to, but as I say a little bit later, 
Mr. Monroney, rising costs have caused higher prices for maintenance 
and repair work. The average of loan amounts, as shown previously 
in this statement, will most certainly increase. ; 

To meet this situation, we beg you, on behalf of the hundred thou- 
sand maintenance, repair and home improvement contractors and the 
millions upon millions of homeowners to include in the FHA title I 
legislation larger loans and longer time payments. Mr. Chairman, 
we suggest $3,500 and 6 months. We are not asking for these terms 
on smaller loans. We believe the smallest loan on which these more 
favorable terms can prevail should be left to and established by FHA. 
They could very well regulate this by establishing a minimum monthly 
payment. 

I want to speak for a moment on the 6 months’ occupancy section 
in the Housing Act of 1954. Congress, following the Capehart Com- 
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mittee investigation, placed in the National Housing Act of 1954 a 
provision which forbids the insuring of a title I improvement loan 
on a new home which has not been occupied for at least a period of 
6 months. This is commonly known as the 6 months’ occupancy 
legislation. 

In the heat of the Capehart investigation, several cases were exposed 
where the improvement contractor had unethically cooperated with a 
prospective home owner. In the instances brought out, the contractor 
would establish title I loans which would include a sufficient amount 
to furnish the prospective home owner with the down payment on 
his new home. 

No responsible or reputable contractor, such as those who subscribe 
to NERSICA’s code of ethics and are members of the Association, 
condone these or any unethical practices. But they must suffer along 
with new and honest home owners for the acts of a small, infinitesimal 
percentage of the contractors and new home purchasers in our country. 

i do not know how many violations of this kind were found, but there 
is one thing I know, and that is when compared to the millions of 
improvement loans insured it is most unfair to the home owner. 

It is a distinct disadvantage to the small income couple who pur- 
chase a home, which in layout and surroundings suits them perfectly. 
The builder, in order to bring the price of the new home down to a 
cost these prospects can afford to pay, has had to eliminate many 
modern conveniences. These include, among many other items, com- 
bination storm windows and doors, awnings, jalousies and screening. 
All of these will make the home more livable and less expensive to 
keep up. He has enough money to make the down payment on the 
new home and keep up , monthly payments, plus the addition of one 
or more of the needed improvements which would add to the comfort 
and pleasure of his new home. He does not want to wait 6 months 
to do this. 

Senator Doue.as. Are you not proposing to do virtually everything 
for the homeowner? Are you not destroying his individual initiative 
in furnishing him with capital in this way? Should he not work and 
save? What has happened to the old-fashoned virtue of thrift? 

Mr. Nicnors. I believe you are in favor of the National Housing Act, 
are you not, Senator ? 

Senator Dovaras, I raise the question here as to whether or not you 
are going a little too far. Is it not necessary that people should save? 
Are you not destroying individual initiative and thrift and saving? 

Mr. Nicnots. I think you might say that, Senator, if you wanted to 
have that kind of opinion, which many people have, that the whole 
idea of Government in business and of the Housing Act is granting 
too much credit and giving too much leeway and making too many 
people go in debt that should not go in debt. I cannot see w hy the 
repair and keeping up of a home is not an important thing in this 
economy of ours. 

Senator Monroney. May I ask a question right there? Would it 
not tend, if you renewed the 6 months’ clause, to skeletonize the fin- 
ished FHA house and lead to what in effect would be a second mort- 
gage on the completion of it with the necessary things installed ? 

Mr. Nicuots. I believe that you will find on investigation that the 
average house that you buy does not have—I do not like to use this 
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word, but it is the only one I can think of at the moment—all the 
necessary items which would go to make a house livable. It has a 
bathroom and has a sink in the kitchen and has a stove and refrigera- 
tor, in many instances, but there are other little thing that a housewife 
likes to put into her home, and she just would like to have this oppor- 
tunity, I am sure, to be able to do that and not wait 6 months to do it. 

Senator SPARKMAN. Mr. Nichols, I wonder if I might suggest to 
vou that the rest of your statement be placed in the record. I realize 
a lot of your time has been taken up with questions. 

Mr. Nicuots. I have just a few paragraphs. 

Senator SPARKMAN. All right, go ahead. 

Mr. NicHors. I would like very much to. It is a very big industry 
] am representing. I would just like to have my full 15 minutes, if I 
can. 

Senator SPARKMAN. Here is our situation 

Mr. Nicnotrs. T understand, sir. 

Senator SPARKMAN. We must close these hearings at 12 o’clock, and 
this ends the hearings on housing. 

Mr. Nicuots. One of the witnesses this morning had 30 minutes. 

Senator SPARKMAN. I should have explained that there were two 
witnesses, according to our list, and you notice the second one placed 
his statement in the record. That was agreed to. But you go ahead. 

Mr. Nicuors. My statement will answer the Senator’s last question. 

Senator SpaRKMAN. I realize there has been a great deal of 
questioning. 

Mr. Nicnors. I just want to say that the adoption of the 6 months’ 
occupancy clause in the National Housing Act of 1954 has played into 
the hands of the unscrupulous contractor. Particularly it has helped 
the “bait” advertiser, and he is the guy who makes an alluring offer 
to sell something which he does not actually intend to sell, tries not to 
sell, or deliberately avoids selling. This “bait” advertiser has re- 
placed the “dynamiter,” which is the word that was bandied around a 
year ago about this time in the Capehart investigation. 

He has no trouble getting financing. He turns to the private bank 
plans in the metropolitan centers where he mostly operates. His bank 
has no requirement that a new owner occupy the home 6 months before 
installing or applying an improvement. His bank does not require 
that a homeowner must file a completion slip before payment is made 
him. His bank does not require him to wait 6 days after completion 
of a job to collect his money, as a protection to the homeowner. His 
bank is not subject to any of the splendid regulations established by 
FHA since the investigation. 

Only if the homeowner deals with a user of FHA title I loans can 
he be sure of ample protection. 

Now, the sad part about the poor homeowner is that he is paying 
more charges for the opportunity of an ethical “bait” advertiser to 
cheat him. The private bank plans which will serve this type con- 
tractor have discount rates, never less than 6 percent and up to 8 
percent. They can afford to take a chance on this type of fellow, and 
only the elimination of the 6 months’ requirement on loans, so these 
homeowners can utilize the 5 percent FHA rate, will afford oppor- 


tunity to the homeowner to keep out of the clutches of these leeches én 
society. 
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Please remember your small-income constitutents when considering 
this 6 months’ occupancy clause. 

In closing, Mr. Chairman, I wish to call your special attention to a 
statement made by FHA Commissioner Mason to the American public 
on April 13, 1955. In my prepared statement I have indicated some 
special quotations from it. I do hope you will read ore word of 
Mr. Mason’s statement. They will answer a great many of the ques- 
tions that were asked me this morning, and some of the doubts that 
might be in the mind of your committee as to whether some of the 
points that I have made are good or bad. 

Finally, Mr. Chairman, in one last plea I again urge that Congress 
consider and adopt the suggestions we have made. Every one of them 
has been approved by the FHA lenders advisory committee. What 
hetter evidence do you need? Thank you, Mr. Chairman, for the op- 
portunity of appearing before you. 

Senator Sparkman. Thank you, Mr. Nichols. I wish we had time 
to ask some other questions. 

Mr. Nicuors. I would be very glad to stay over until Monday and 
answer any questions the members of this committee wish to ask me. 

Senator Sparkman. I am sorry, but the hearings close today. 

We will next hear from Mr. Dowd, representing the Bangor Cham- 
ber of Commerce. Will you come around, please, Mr. Dowd ? 

Senator Payne. Mr. Chairman, if I might mention this, Mr. Dowd 
has written tome. He is a very outstanding representative of a very 
outstanding group of people in Bangor, Maine, and is executive secre- 
tary of the Bangor Chamber of Commerce. Through my colleague, 
the senior Senator, Margaret Chase Smith, we have joined i in request- 
ing the chairman to include as a part of the record the statement that 
Mr. Dowd has submitted tous. I can assure you that Mr. Dowd knows 
the problems up there very accurately, because he has been at work on 
this military housing in connection with Dow Air Force Base. 

Senator SparKMAN. We are glad to have you with us. 


Military housing 


STATEMENT OF NORBERT X. DOWD, EXECUTIVE SECRETARY, 
BANGOR, MAINE, CHAMBER OF COMMERCE 


Mr. Down. Thank you, Mr. Chairman. I will get you back on 
schedule because I will be very brief. 

Senator SpaRKMAN. We are not too badly off. 

Mr. Down. I am not going to go into the matter of the S. 1501, be- 

cause I think you are very well ‘acquainted with it, naturally, and I 
think that your good judgment will direct. you . the proper channels 
with respect to that particular bill. However, I do want to point out 
just a few little items in connection with Dow Field, which I believe 
is quite prevalent in all air installations throughout the country, from 
the information I have obtained. I know that the same situation 
exists in too many places now. 

We have definitely in. Bangor a total deficiency of 696 housin 
units to take care of the military who are assigned to that base an 
their families. We have a number of officers and airmen who are 
now living in what we will term “inadequate housing,” because they 
are forced to find shelter. 
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The reenlistment rate is rather poor, I think, too, in connection with 
the matter of housing. During the year 1954 at Dow Field there were 
752 men eligible for reenlistment. Only 196 reenlisted. The service 
lost 556 men, and I think it is not necessary to point out that that cost 
the Air Force $20,000 on an average per person. 

Senator SparkMAN. Did you see General LeMay’s statement yester- 
day ¢ 

Mr. Down. No, I did not, sir. 

Senator SpaRKMAN. You might be interested in reading that as to 
what this has amounted to in the Strategic Air Command. 

Senator Payne. I put that in the Congressional Record yesterday, 
Mr. Chairman. 

Senator SparkMAN. I am just telling Mr. Dowd because he gives it 
with reference to that one area. General LeMay gave it for the 
overall, and there are some rather staggering figures. 

Mr. Down. That is right. It is a costly operation. 

Senator SparKkMAN. As I recall, there are about 118,000 men a year 
that are lost, and then he gave the dollar logs that that represented to 
the Government. 

Mr. Down. I think there is one other item I would ask you to con- 
sider. In the judgment of Congress, you have appropriated some 
$30 billion, I believe, for defense. At Dow Field there is $16 million 
appropriate and set up for expansion of that base this year and over 
a period of 3or4 years. I think no one questions the fact that we must 
provide the machinery and the equipment and the buildings and the 
airstrips, and so forth, to give us an adequate defense. But I think 
that unless we can provide housing for those people who are assigned 
to handle that machinery we are really hurting ourselves, because the 
individuai is only going to work with the tools that he has, and he is 
going to work best when he is happy. He cannot under any cireum- 
stances be happy and have good family relations when they are living 
in inadequate housing or living in places that no Member of Congress 
would even think to look at. I think that we do not expect them to 
have frosted type housing, but I think they must have something that 
is adequate. I am thinking in terms of these young fellows and their 
wives, 

Weare all thinking and very conscious of defense and what might be 
termed necessity for preparation and all those items. Nevertheless, 
we are missing the boat when we are not giving those youngsters the 
morale that they can and should have through good housing. 

I would ask you gentlemen to report this bill very favorably and do 
it quickly and get back into that field where our reenlistment rate 
will be increased tremendously, where we will make our young men 
whom we are asking to go into service happy with what they have. 

Senator Monroney. You are familiar with title LX which expired ? 

Mr. Down. Yes, sir. 

Senator Monroney. Do you not feel that in addition to the Wherry 
housing, onbase housing, that almost every one of these airbases needs 
some title [IX housing that can be built within the neighborhood of 
these bases by private enterprise, and suitable not only for those that 
are not eligible for quarters allowances under permanent law but also 
for the civilians that are attracted in to serve these airbases? 

Mr. Down. Sir, we have title IX housing in Bangor right now. 
We have 350 units, but there are 150 units that are not used. The 
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reason for that, of course, is that the three-bedroom houses, so-called, 
are renting there for $90 a month, and the average utility cost in that 
area per month is $28. For a two-bedroom house of that type it is 
$80 a month, with the same average cost for utilities. Now, that figure 

can be handled by the officer personnel, and probably the master- 
sergeant type of fellow, too. But when we get down into the airman 
type, the young fellow, who is serving just as much as the officers, he 

cannot under any circumstances re¢ ich that rental figure. In our 
particular case, there is a lack of storage facilities to meet the re- 
quirements of these young people. Title 1X housing is good housing, 
but it is beyond the reach of the boys and the people ‘who are sup- 
posedly to take them over. That is why I think that S. 1501, insofar 
as I can see from a quick look at it, is the better answer to the problem. 

I may say, as long as we have title IX let’s complete the decalogue 
and get the tenth one in there. 

Senator Monronry. Would you like to see title IX some places 
in the South, like in my own State, where the costs of building are 
a great deal less and the rents can be down to where these airmen 
can pay for it? 

Mr. Down. That is right, sir, but I think that the differences in 
housing requirements in the South and in the North are such that 
the cost of construction is greater. 

Senator Monroney. I am not proposing tixtle LX as a substitute 
for the other. I am proposing it as a supplement, and incidentally 
to meet the immediate shortage which is faced in many airbases 
throughout the Southwest. 

Mr. Down. While we are on the subject, as far as Dow Field is 
concerned there have been 500 Wherry housing units authorized for 
Dow Field. Money for 300 was appropriated. That was done last 
November, and we still have no sign of Wherry housing there. And 
the base has been declared a permanent base as of last November also. 
So that there has been apparently a holdup some place. That is 
neither here nor there in this hearing but just to bring you up to date 
on that. particular phase of it. 

I think that neither title [IX nor this Wherry housing, for what- 
ever reason it is being held up, is the answer to it, and this thing 
here I think will do a better job if it is handled quickly and expe- 
ditiously. Then I think we can come to a solution to our siathonler 
problem. 

Senator Sparkman. Mr. Dowd, I think I can assure you that this 
committee is very strongly, first, aware of the problem; and, second, 
eager to do something about it. You endorse S. 1501. The question 
in our mind has been as to whether or not the provisions of S. 1501 
as now written are what we want. For instance, are you aware that 
this requires FHA to write 100 percent insurance on the property that 
it has nothing to do with as far as selecting the site or planning or 
design? As a businessman, you would not endorse that kind of a 
provision, would you ? 

Mr. Down. Is there a possibility that this is going to be redrafted 
and that a few of these items might possibly be ‘taken care of # 

Senator SparKMAN. I wanted to be certain now that you were en- 
dorsing the principle rather than the explicit provision. 

Mr. Down. That is right. In other words, the thing that I am 
interested in is housing. 
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Senator Payne. You want the mechanics so as to get the job done. 

Mr. Down. That is right. 

Senator SparKMAN. In other words, it is a problem that you rec- 
ognize, and your appeal to us is to do something to take care of the 
problem ¢ 

Mr. Down. That is right; and do it quickly. 

Senator SparKMAN. The objective of S. 1501 you endorse, but not 
necessarily the exact means. 

Mr. Down. That is right. 

Senator SpARKMAN. Senator Douglas? 

Senator Dougias. No questions. 

Senator SparKMAN. Any further questions? 

Thank you, Mr. Dowd. 

(Mr. Dowd’s prepared statement follows :) 


STATEMENT OF NorRBERT X. Down, Executive SECRETARY, BANGOR MAINE CHAMBER 
oF COMMERCE 


The Bangor Maine Chamber of Commerce has officially gone on record as 
being unanimously in favor of Senate bill 1501. Our immediate interest in this 
bill stems from the presence of Dow Air Base installation which is located within 
our city limits and which was designated a permanent airbase in late 1954. 

We believe that the method and means incorporated in this bill for the con- 
struction of housing units for military personnel is sound and economical and is 
the most complete solution for the ever-increasing problem of providing ade- 
quate housing for the military. 

In this statement we do not propose to point out the detailed facts that the 
provisions of S. 1501 will provide the same type of unit now constructed from 
appropriated funds; that financially the national debt will not be affected; that 
the provisions are more acceptable than those of so-called title 8; that the hous- 
ing will be completely amortized in 25 years, and that the mortgagee can expect 
a fair return on his investment. These items we believe are self evident and 
need no support. 

However, we do want this committee to have in its possession specific informa- 
tion on our local housing situation as it affects Dow Air Base, which when 
added to information you must have from other communities in similar circum- 
stances, should complete the disheartening picture of inadequate housing for 
military personnel. 

Founded on the present base strength at Dow Air Base and on the future 
strength through September 1955, the following figures are significant : 


Total officer housing requirements____-_______________-_~- wii 
Total housing available 


Deficiency 


Total airman authorized requirements_—~_~..__.-_-_-_-____--.---------~- 
Total housing available 


Deficiency 


Total deficiency 


In addition to this total deficiency the officers and airmen now living on base 
and in offbase housing are in too many instances quartered in inadequate units. 
It is no wonder then that the morale of the men and families assigned to Dow 
Air Base is at a rather dangerous low level. Neither is it any wonder that the 
reenlistment figures at Dow Air Base are at a low level. In 1954 these figures 
read: 


Eligible to reenlist 
Total reenlisted 


Total lost to the service 
Percentage of reenlistment rate-__.___._._-___-~_______ pied (percent) 26. 06 
National planned average (percent) 31 
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Perhaps the biggest reason advanced by those who do not reenlist is the 
matter of inadequate and insufficient housing. Proper housing facilities to cover 
Dow Air Base and all other installations would surely result in a greater per- 
centage of reenlistments. 

In view of all of the above, we do hereby respectfully request and urge this 
committee to report Senate bill 1501 out of committee favorably and at your 
earliest convenience. We are in desperate need of housing in our city for mili- 
tary personnel and selfishly we feel that your favorable action on this bill will 
be the first step toward the solution of our problem. 

The next group is the Title I Advisory Group, Mr. George P. 
Spiczak, vice president of the Home Federal Savings and Loan ‘Asso- 
ciation of Chicago; Mr. Fred W. Heitmann, vice president of the 
Northwest National Bank, ( ‘hicago, and Mr. B. J. Staal, treasurer of 
the Holland Furnace Co., Holland, Mich. 

Senator Doveias. May I say that I know the first two of these gen- 
tlemen. They have a very good reputation in the city of Chicago. 

Senator SparKMAN. I recall they came before us last year and 
helped us work out some difficulties on the title I provision. We are 
very glad to have you gentlemen with us. You heard my suggestion 
that your statements be given to the reporter for inclusion in the 
record, and then for you to discuss or summarize your statement. 


flome repair and modernization 


STATEMENT OF FRED W. HEITMANN, VICE PRESIDENT, 
NORTHWEST NATIONAL BANK, CHICAGO, ILL. 


Mr. Herrmann. It was our pleasure to meet with you a year ago in 
executive session when you were seeking remedial answers to this FHA 
problem. We were here for the same purpose. We felt in the ex- 
change of answers and questions that we both accomplished something, 
and we are here again for that purpose, to answer your questions now 
or at any time that it would be convenient for you. 

Senator Sparkman. I wonder if I might ask you this. You heard 
Mr. Nichols’ statement; did you not ? 

Mr. Herrmann. “Yes, sir. 

Senator SparKMAN. You heard his recommendations ? 

Mr. Herrmann. The Lenders Advisory Committee is a group com- 
posed of 6 bankers and 1 savings and loan man, my colleague, Mr. 
Spiczak. ‘These bankers are representatives of the United States on a 
geographics! basis. We meet from time to time here in Washington. 
Our recommendations are substantially those of Mr. Nichols. I would 
like to highlight two of those recommendations. 

As I told one of you gentlemen yesterday, we bring you we think 
the grassroots opinion of the bankers and savings and loan men who 
ae tually make these loans. It seems a bit incongruous to us that we 
only permit a man owning a single-family residence $2,500 for 3 years, 
where: as if aman had a 2-flat or a 3-flat we would permit him to borrow 
up to $5,000, ves, up to $10,000, for 7 years. Obviously the two do not 
gibe. 

This original limitation passed in 1934 to permit a single-family 
residence $2.500 for 36 months has not been changed since that time. 
We all reccgnize that an addition or repair to a home necessitates a 
higher bill, a higher construction cost, than it did then. It seems rea- 
sonable for us to propose that you do give some consideration to the 
single-family residence. Your Presidential Advisory Committee 1 
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yearago suggested this, and it was passed in the House committee. It 
was only in subsequent hearings resulting from the FHA investigation 
that it was thrown out. All lenders in the industry are in agreement 
upon that. 

Our other suggestion is on this 6-months occupancy requirement. 
It isa bit of a hardship for a man moving into a home, wanting to put 
screens and storm doors on his home or some other necessary addition, 
that he should have to go out to another financial market at perhaps 
a different rate to secure this financing. 

‘Answering your question, Senator Douglas, about thrift, I think 
the consumer credit on the part of the homeowner when he borrows to 
improve his home is a form of forced savings, and many savings plans 
and financing institutions require such monthly payments. 

I think Senator Capehart asked why we banks want title I. The 
banker in an area that is growing and he is trying to meet the credit of 
his community—the veteran, the businessman, the individual—has 
found that the credit needs have so expanded that it is difficult with the 
high corporate tax rate that we pay to establish the type of reserves 
that we need to protect our depositors’ money. We bankers operate 
with other people’s mney mre than anybdy else, and we do not know 
what our losses will be. If we can pay the Government a premium and 
it is at no cost to the taxpayer, this program seems to make sense. 

Some 18 million people have used this program since 1934, and it has 
not cost the taxpayer a single nickel. We have paid premiums, and we 
think we eae Our claims received back from the Government 
are insignificant compared to the premiums we have paid. In my 


own bank’s particular case, our loss has been one-fifth of 1 percent. 
Gentlemen, I appreciate that brevity is in order, and I am going to 
nnish right there. 


Home repair and modernization 


STATEMENT OF GEORGE P. SPICZAK, VICE PRESIDENT, HOME 
FEDERAL SAVINGS & LOAN ASSOCIATION, CHICAGO, ILL. 


Mr. Sriczax. Mr. Chairman and members of the committee, I do 
not think we should overlook the small percentage of abuses to the 
total loan volume handled and the fact that 18 million homeowners 
have benefited through the title I program in the past 20 years. 

The matter of insurance on these loans is one that I feel is just as 
important as the insurance furnished by the Federal Deposit Insur- 
ance Corporation on their bank accounts of $10,000, and your Federal 
Savings and Loan Insurance Corporation on your savings accounts 
of savings and loan associations of $10,000. 

These are unsecured loans. They are not secured by a chattel mort- 
gage. A heating plant is put into a home, and there is no possibility 
of repossessing it. Since the lender is making an unsecured loan, 
the FHA title I insurance is a very important factor. 

Another important factor is that this type of loan furnishes the 
lender with a certain degree of liquidity. The result is a ready mar- 
ket for title I loans, so that they can be disposed of in the event of a 
need of cash. With a noninsured loan or property improvement loan 
on a lender’s loan plan, there is no ready market for it. In our par- 
ticular operation, we have paid FHA approximately $700,000 in in- 





580 HOUSING ACT OF 1955 


surance premiums. We have collected back in claims about $400,000. 
Certainly it is not a program that is being taken advantage of. The 
claims ratio is small, and overall I believe ‘that 90 percent of the oper- 
ation is one of the finest for the homeowners of this country and one 
of the finest for the economy of the country. Thank you. 

The prepared statement of Mr. Heitmann and Mr. Spiczak follows :) 


ITome modernization and repair 


STATEMENT OF FRED W. HEITMANN, JR., AND GeorGE P. Sprczak, TITLE I Apvisory 
COM MITTEE ; 


We are with you today to present the recommendations of the FHA Title I 
Advisory Committee, officially appointed September 2, 1954. This committee 
appointed on a geographical basis, as to be representative of all sections of the 
Nation, has met from time to time in Washington and is composed of the 
following: 

D. Z. Albright, vice president, Security-First National Bank of Los Angeles: 
Fred W. Heitmann, Jr., vice president, Northwest National Bank of Chicago; 
W. L. Johnson, vice president, Construction Finance Co., Boise, Idaho; R. T. 
Mayfield, vice president, the First National Bank of Fort Worth; J. Andrew 
Painter, vice president, the National City Bank of New York: and George P. 
Spiczak, vice president, Home Federal Savings & Loan Association, Chicago. 

We are also here to bring you grassroots answers to the questions you might 
have, as to how the title I program is working since Congress amended the act 
last June. We appreciated the fair hearing given us a year ago and felt our 
answers to your questions then were helpful. Whereas, we have an economic 
interest in talking to you, we feel our recommendations are also in the public 
interest. 

At a meeting of this FHA Advisory Committee, held in Washington on Feb- 
rnary 24 and 25, 1955, it was agreed that it would be unwise for us to recommend 
that title I be discontinued precipitously, but, rather to recommend to Congress 
certain modifications in the existing title Tact. They are: 

1. Make title I permanent 


Reason: This would eliminate the uncertainty facing industry and lenders 
about continuation or renewal of the title I act as heretofore experienced and 
it would also make title I conform to other FHA insuring programs. 

2. Eliminate the 6-month occupancy limitation 

Reason: This would remove discrimination against the new-home owner in 
financing needed improvements, alterations or additions where the credit aspects 
justify the extension of such improvement loan credit. New home buyers, be- 
cause of this statutory limitation, are forced to go into other methods of financ- 
ing to obtain alterations or improvements needed within the 6 months’ term and 
almost always at a considerably higher price to the homeowner than would 
be the expense if financed under title L. 


8. Increase the term for single family home loans from 36 to 60 months and 


raise the marimum permissible loan from $2,500 to $3,500 


Reason: $2,500 maximum loan was established in 1934. Current economic 
conditions warrant an increase to $3,500 and a 60-month term to provide the 
single-family homeowner with adequate financing facilities for needed repairs 
and desired improvements or modernization. Obviously, with the increased cost 
of construction since 1934, this limitation of $2,500 for 36 months should be 
changed. 

Also to cover the large need for expansion of homes to provide for family 
growth. 

In addition, this increase in term and loan amount would provide more ef- 
fective means for elimination and prevention of blight or slum areas. 


j. Increase the $10,000 limitation for class 1 (b) loans to $15,000, the present 
maximum maturity of 7 years and 32 days and the present $2,500 per unit 
limitation to remain snchanged 


Reason: To expand the benefits of the FHA financing plan to the rehabilita- 
tion of multiple-family dwellings, to prevent extension of blight areas and to 
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bring houses up to acceptable living standards and building code requirements. 

The question of whether home improvement loans would be made on a lender’s 
so-called “own plan” or under the FHA I, should, we believe, be left to the 
determination of each lender and that those disliking title I because of purely 
competitive reasons should not try to kill it. Rather, let time and experience 
prove which plan is in the best interest of the homeowners, industry and lenders. 

The case for the title I plan of lending may be summed up in the advantages 
accruing to (1) the homeowners, (2) the lending institutions, and (3) the 
building material manufacturers, suppliers and dealers. 

The FHA has enabled millions of families to own and maintain far better 
homes than they could otherwise afford, and is the best example of intelligent 
collaboration between Government and business at no cost to the taxpayers. 
The initial Government investment of $8,333,314 has been returned to the Treas- 
ury and there is a cash surplus in excess of $33 million. In the past 20 years, 
over 18 million American homeowners have participated in the title I program. 
At present, over 7,200 lending institutions, exclusive of over 3,900 branch offices, 
hold title I insurance contracts. 

When the title I program was launched in 1934, facilities for financing home 
repairs and improvements were practically nonexistent. Through the new sys- 
tem of dealer controls, which each insured lender is required to maintain, the 
homeowner is provided protection against unscrupulous or fraudulent dealers. 
The precautionary dealer listing that the FHA publishes and distributes gives 
some warning to both lenders and the public regarding undesirable dealers. 

Even though some lenders have plans of their own for financing property im- 
provement loans at higher discount rates, the availability of title I financing in 
practically every community serves as an effective check on excessive financing 
charges. It is felt that without title I financing, many areas would be left high 
and dry with inadequate facilities. Minority groups might have difficulty in 
securing credit for maintenance and repair in areas where these are most needed. 

The advantages of the FHA plan to lenders are many; the most important of 
which is the loss protection offered under it, and also the public’s ready accep- 
tance of it. We believe the FHA offers the greatest amount of reserve protec- 
tion at the least cost, which is highly important for those lenders who wish to 
meet the increasing demand for credit in this period of our economy which makes 
the accumulation of adequate reserves out of earnings most difficult. 

We who operate on other people’s money, perhaps more than any other busi- 
ness, owe our depositors and savers the greatest degree of protection we can 
give them in the employment of their funds. Who can say what our losses 
would be on this type of unsecured credit in a severe business downtown. 
Some current pronouncements sound as if we were free forevermore of business 
cycles. We must guard against wishful thinking. In 1928, the leading authority 
on the statistics of business cycles stated that at that time they were being ironed 
out. The early thirties proved him a poor prophet. 

Some of the advantages of the FHA plan accruing to manufacturers and 
suppliers of materials and to local dealers or contractors are as follows: 

The dealer controls which all insured lenders are required to enforce tend 
to eliminate irresponsible, unethical or fraudulent dealers and salesmen, par- 
ticularly the itinerant gypsy or hit-and-run type of high-pressure operators. 
This will protect the reputable local dealers established in the area, and con- 
serve for them the legitimate business against the depredations of the mobs 
of dynamiters which have roamed the country. 

Dealer reserves are not permitted under title I regulations. Legitimate deal- 
ers get the full proceeds of the notes discounted. There will be no occasion to 
load the amount of the reserve holdback onto the price of the job thereby un- 
necessarily burdening the borrower. 

Manufacturers and suppliers of materials are protected against false guar- 
anties, overpricing, and misrepresentation of the quality of materials. They 
are assured of proper application and satisfactory servicing. 

It is also in order that we mention some other important reasons why title I 
should be continued : 

(1) Without title I, many savings bank and savings and loan associations, 
because of local State laws, would have to discontinue making unsecured loans, 
thereby creating a hardship on home owners seeking funds for necessary repairs 
and improvements. . 

(2) Local State laws vary but in many instances amounts, terms and rates 
would be less favorable than now permissible under FHA. 
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(3) Many rural banks will discontinue making these loans without FHA 
insurance because they cannot diversify their risks. A bank making 100 loans 
in a one-industry town faces trouble if the plant closes its doors. This con- 
dition does not exist in metropolitan areas with diversified employment. 

(4) Title I paper has a ready market. Valuable to banks and savings and 
loan associations with a high ratio loan portfolio and who are meeting the 
needs of their community. 

(5) We must realize that the job of maintaining our existing housing inventory 
of 45 million units in a sound condition extends from Alaska to Puerto Rico— 
from Maine to Hawaii. There are areas where local adjustments are taking 
place and the all-out help of the local banker in a home improvement program 
is dependent upon FHA insurance. 

(6) Financing property repairs is a must in the successful execution of the 
urban renewal program. Because of the risk title I insurance is necessary. 

It is our own belief that title I should be continued on a permanent basis with 


revisions outlined, if for no other reason than that of helping to maintain our 
housing inventory in a sound condition. 


Home repair and modernization 


STATEMENT OF BEN J. STAAL, TREASURER, HOLLAND FURNACE 
CO., HOLLAND, MICH. 


Mr. Sraat. Mr. Chairman and members of the subcommittee, | 
appear in a dual capacity as a member of the Industry Advisory 
Committee to title I and also as treasurer of a large user of title I, 
the Holland Furnace Co. We operate about 500 branches throughout 
the country in 41 States and do business with 700 banks all over the 
United States. 

It has been our experience that whereas there is quite a bit of promo- 
tion about bank lending plans they are, even after 20 years of FHA, 


still in a great minority. The installment lending directory of the 
American Bankers Association will show that out of 7,600 banks 
engaged in consumer credit, only 1,300 have their own modernization 
financing Pe: There are only 1,300 home modernization plans on 


the part of those banks as against 7,600 engaged in consumer credit. 
This is after 20 years of pioneering on the part of FHA in the 
home modernization field. 

I think it is self-evident that if after 20 years only 1,300 banks have 
initiated their own plan that there is a definite place for title I in 
the American market. 

I would also like to point out another thing in that same connec- 
tion, and that is that it has been our experience in writing $280 
million worth of business, approximately $20 million annually, under 
title I, that wherever there is a non-FHA plan instituted almost with- 
out exception the rates are from 1 to 2 percent higher. One percent 
on five is actually an increase in cost to a consumer of 20 percent, 
and a 7 percent finance fee over against 5 percent is 2 percent or 
actually a 40 percent increase in the cost of financing the improvement 
desired. 

The third thing I would like to highlight is this: It has also been 
our experience in writing close to $300 million of paper under title 1 
that whenever there is a reversal of economic conditions in the local 
area there is more courage, shall we say, or there is at least more con- 
fidence, in continuing the home improvement market and enabling 
people to purchase under title I than where there is a bank moderniza- 
tion plan in effect. For the long-range viewpoint, we feel that after 
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20 years of charter that there is every good reason why title I should 
be made permanent. It is actually not in conflict with the banking 
interests. Theaverage banker will tell you that he is heartily in favor 
of it. Even the 1,300 who have their own modernization plan, we 
have found from experience are actually using it as a standby 
plan only in the event that FHA is not extended. Actually, the banks 
generally throughout the country, from our own practical operating 
experience, have heartily endorsed FHA title I in every respect, and 
we believe that the program should be continued on a permanent basis. 

Senator Monroney. Is is also a fact that the customers feel a 
little more secure in that this is a nationwide program and they know 
that it must have been satisfactory to have worked out on a large scale 
for so long a period ? 

Mr. Sraau. Yes; it has been our experience that customers generally 
know about FHA, know its benefits and its protections, and I would 
say in most cases, possibly as many as 9 out of 10, where there is any 
preference indicated it has always been for FHA title I 

Mr. Herrmann. It has a ready acceptance. 

Senator SpaRKMAN. Any questions, Senator Douglas ? 

Senator Dovue.as. No. 

Senator Sparkman. Thank you very much. I assure you we are 
interested in title I. Let me ask you this. Do you believe that the 
scandals that were attached to it which came out in the hearings last 
year have been pretty well checked and cleaned up? 

Mr. Herrmann. I think the remedial steps taken were in order, 
and I think in aggregate the scandals appeared to be in a greater 
number of places ‘than they actually were. This has been a long 
program. It has been a good program, and we have to consider the 
many, many thousands of homeowners who have made these loans 
and are well satisfied with them. I think the situation is in order at 
the present time. 

Mr. Nicnois. May I say one word? 

Senator SparKMAN. Mr. Nichols. 

Mr. Nicuots. I think I have come closer to that than anyone else, 
because I represent the fellows who were the culprits. We hated them 
as badly as anyone, and I can say to you very sincerely, Mr. Chair- 
man, that conditions in the home improvement business, as far as 
ethics is concerned, are so much different than they have been in the 
past several years that you would hardly recognize the business, Prac- 
tically all of the dynamiters have been eliminated. ‘That is partly due 
tothe FHA precautionary list. They placed 1,700 of those dynamiters 
on the precautionary list, and they do not receive financing. So I 
would say to you, and also if you will check with FHA itself, you will 
find that their complaints are at a minimum now. That is the best 
evidence that they are doing something and what Congress did is 
having good results, 

Senator SparKMAN. One reason I asked that question is that one of 
the things we wrote into the law as a precautionary measure was this 
6 months provision, and yet both Mr. Nichols and you gentlemen have 
recommended that we change that. 

Mr. Nicnots. I tried to point out that that is again the dynamiter. 

Senator Sparkman. I wanted to see what these gentlemen had 
to say. 
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Mr. Nicuors. And he cannot do that under FHA title I. 

Senator SpaRKMAN. Do you agree with Mr. Nichols that the net 
result of the 6 months provisions has been to perhaps weaken the 
program or drive the borrower, as one of you gentlemen stated, into 
alternative sources of borrowing at higher rates of interest ? 

Mr. Sraau. Yes, and the benefits that have been obtained through 
the corrective measures—the greater benefit has been not from the 6 
months’ occupancy but the fact that the lender must now absorb 10 
percent of every individual loss, which makes him discharge his re- 
sponsibility with greater effort. It makes for thoroughness, because 
he must now face his board of directors with a 10 percent loss on every 
account that goes bad. ; 

Senator SparkMAN. Of course, I can see how a person buying a new 
home might have the greatest desire to have the improvements made 
right at the time he bought it, and perhaps even before he moved 
into it. 

Mr. Herrmann. If we lenders and dealers and FHA follow out 
the provisions of title I, we are not permitted even under the old pro- 
visions to make a home-improvement loan unless it is a completed 
house, a liveable house. Your 6 months requirement was an attempt 
to correct the condition where a man got a shell and then it will be 
completed on the inside with all the essential things. Title I was 
never meant for that and should not be. 

Senator SparkMAN. In other words, you think FHA can handle 
the part that this was really intended to protect by regulations ? 

Mr. Herrmann. Yes, sir, with a proper investigative staff. 

Senator SparkMan. Now you have touched on something that I 
I have felt all along was the weakness, and I think it is still the weak- 
ness, and that is the proper investigative staff. It seems to me that 
there ought to be closer following up on this work than FHA has 
ever been able to give to it. 

Mr. Herrmann. It works so good and it was neglected by all of 
us—FHA, the Congress, and the lenders—and we all have a respon- 
sibility. 

Senator SparkMAN. Thank you very much, gentlemen. 

(Mr. Staal’s prepared statement follows :) 


Ilome repair and modernization: 


STATEMENT OF Ben J. STAAL, TREASURER OF HOLLAND FURNACE Co., HOLLAND, 
Micu., AND MEMBER OF FHA TITLe I INDUSTRY AND ADVISORY COMMITTEE 


During the lifetime of the Federal Housing Administration, our company has 
financed, as a retailer under FHA title I, property improvement and repair loans 
for a total in excess of $280 million. 

We heartily endorse the administration’s bill S. 1800 for extension and clari- 
fication of housing laws and in particular we endorse FHA title I. We also 
strongly advocate permanent status for this section of the Housing Act and 
certain other amendments which go further than that recommended by the 
administration. 

The following, if adopted, should continue to stimulate and help maintain the 
American economy at its present levels of employment and production. Our 
company alone employs many thousands of workers whose families will be bene- 
fited by these amendments. Throughout the industry this can be multiplied into 
hundreds of thousands of families who will be kept gainfully employed. 

We recommend the following based on direct working experience with over 
700 banks and finance companies covering 41 States: 
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1. Make Title I permanent 

Reason: This would eliminate the uncertainty facing industry and lenders 
about continuation or renewal of the title I act as heretofore experienced and 
it would also make title I conform to other FHA insuring programs. 
2, Hliminate the 6-months occupancy limitation 

Reason: This would remove discrimination against the new homeowner in 
financing needed improvements, alterations, or additions where the credit aspects 
justify the extension of such improvement loan credit. New home buyers, because 
of this statutory limitation, are forced to go into other methods of financing to 
obtain alterations or improvements needed within the 6 months term and almost 
always at a considerably higher price to the homeowner than would be the expense 
if financed under title I. 


Increase the term for single-family home loans from 36 months to 60 months 
and raise the maximum permissible loan from $2,500 to $3,500 


Reason : $2,500 maximum loan was established in 1934. Current economic con- 
ditions warrant an increase to $3,500 and a 60-month term to provide the single 
family home owner with adequate financing facilities for needed repairs and 
desired improvements or modernization. 

Also to cover the large need for expansion of homes to provide for family 
growth. 

In addition, this increase in term and loan amount would provide more effective 
means for elimination and prevention of blight or slum areas. 


j. Increase the $10,000 limitation for Class 1 (6) loans to $15,000, the present 
maximum maturity of 7 years and 32 days and the present $2,500 per unit 
limitation to remain unchanged 


Reason: To expand the benefits of the FHA financing plan to the rehabilitation 
of multiple family dwellings, to prevent extension of blight areas and to bring 
houses up to acceptable living standards and building code requirements. 

We make the above recommendations based on the following experiences within 
our Own company and as a member of the industry advisory committee to title 


No. 1: 

I. National needs for home improvement and modernization —Over 25 million 
homes throughout the Nation are over 25 years old. Millions of American fam- 
ilies living in those homes are able to obtain vital necessities made available 
through title [ financing. The absence of such financing arrangements would 
deprive them of necessities presently available. 

Even with the benefits of FHA title I many needs in the home improvement 
field are not being met. As an exemple, it is estimated that over a million homes 
annually need replacement and modernization of existing heating equipment for 
safe and efficient operation. Only a part of that need is being filled. The average 
American homeowner should be encouraged and aided in his efforts to continue 
to improve his standard of living. Under FHA financing he can continue to 
amortize the cost of such improvements over a period of years. 

Il. Universal benefits to all American families.—Title I has made installment 
loan financing available for home improvement and modernization in most every 
city and hamlet throughout the Nation. This has filled a need not met by private 
lending institutions generally prior to FHA. In recent years, as a result of FHA 
pioneering, lending institutions have initiated non-FHA financing plans in a 
limited number of instances, These have been successful and the lending insti- 
tutions are to be complimented, but they are wholly inadequate from a standpoint 
of national coverage. 

Title I’s continued existence is justified for its influence in continuing to en- 
courage lenders, through favorable FHA experience, to establish nationwide 
programs of non-FHA financing. As stated, this is far from an accomplished 
fact today. For example, of 7,651 banks engaged in consumer credit, according 
to the American Bankers Association, only 1,333 presently offer dealer moderni- 
zation financing plans that are non-FHA in character. A number of these, we 
have been advised, have been formed for standby purposes only, but are not 
actively in use as FHA is preferred by them. 

Ill. Low cost financing vs. higher rates.—FHA title I has been a substantial 
factor in lowering and stabilizing for the American public the carrying charges 
on property improvement loans. In the same manner other FHA programs have 
had the same effect. 


62736—55——_38 
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The title I program protects the homeowners against exhorbitant finance 
charges. The maximum $5 discount rate alone on title I loans is substantially 
lower than the rates offered on most of the uninsured plans with which we have 
become familiar through our nationwide chain of branches. 

IV. Past criticism of FHA title I—No doubt some of the criticism of title No. 
1 has been warranted. However it is time that we also take a realistic look 
at the accomplishments under this section of the Housing Act. Over 18 million 
individual consumer loans have been guaranteed under title I and contrary to 
many Government services has been accomplished on a complete self-supporting 
basis. Certain weaknesses were uncovered, which have now been corrected, 
but even these represent but a minute fraction of the total number of negotiated 
loans. 

We have every reason to believe that most of the abuses under title I have 
now been eliminated. Therefore with the new system of dealer controls, which 
each insured lender is required to maintain, permanent extension of title | 
should provide continued protection to all American families against unscrupu 
lous or fraudulent dealers and/or negligent lending institutions. 

V. Confidence of the American public.—Government insurance of loans in the 
home modernization field has long ago evolved into an accepted instrument in 
which tremendous confidence has been placed by American families, lending in 
stitutions and industry. As a result, all of these groups have been encouraged 
to work hand in hand to raise the standard of living for millions of American 
families through improved housing and continued full employment. Govern 
ment insurance of such loans has provided the same undertone of confidence as 
prevails in our national banking system by virtue of the Federal Deposit In- 
surance Corporation. 

We sincerely believe that the Federal Housing Administration under title I 
has done an excellent job generally in the past. We also believe that the pres 
ent administration, through certain corrections already in effect, is in a fa- 
vorable position to continue the known benefits under the Housing Act. 

We believe that this is the proper time for all Government leaders to give 
FHA, and in particular title I, a solid vote of confidence through the adoption 
of points 1 to 4, inclusive. These benefits will accrue to all segments of the 
American economy, but especially to our American families who may then con- 
tinue to have available to them low cost and supervised financing of home im- 
provements in all areas of our great country. 


Senator SparKmMANn. We have one more witness, Mr. Herbert N. 
Levy, representing the National Fire Alarm Association. May I sug- 
gest that you present your statement for inclusion in the record and 
summarize it for us! 

Mr. Levy. Mr. Chairman, I believe that I can summarize it quicker 
by reading it. It will not take more than 5 minutes. 

Senator Sparkman. All right. 


Home repair and moderization 


STATEMENT OF HERBERT N. LEVY ON BEHALF OF THE AUTOMATIC 
FIRE ALARM ASSOCIATION 


Mr. Levy. The Automatic Fire Alarm Association was organized in 
1953, with the following purpose, as quoted from the association 
bylaws: 

“To foster and improve the standards in the industry and the rela- 
tionships between manufacturers, sellers, installers, and users of the 


products, and the bureaus and other agencies regulating the standards 
of the automatic fire-alarm industry.’ 

Full membership in the association is open to anyone actively en- 
gaged in any phase of automatic fire-alarm work. Many types of fire- 
alarm operations are represented. In the specific field of interest to 
the committee, namely, home fire-detection and alarm systems, it 1s 
estimated that our member companies represent about 50 percent of 
all the home-alarm business done in the United States. 
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The need for proper fire detection and alarm systems in the home 
is unquestionable. Jest pick up your local paper and read about the 
family that was burned to death yesterday. It is a grim and terrible 
matter of record that easily 75 percent of all deaths from fire occur 
in the home. Statistics show that more than 420,000 homes burn annu- 
ally in the United States. We who are exper ienced in fire- protection 
problems know beyond a shadow of a doubt that most of the deaths 
and many of the serious injuries from fire can be avoided by a prompt 
warning of a fire condition through automatic fire-detection and alarm 
service. 

The home fire-alarm industry is unique. There is nothing else like 
it under thesun. We are in the business of saving lives, and we deserve 
every bit of support that any public agency can give us at the present 
time. We do have the solid support of everyone who is properly 
acquainted with the problems involved, that is, fire chiefs, fire mar- 
shals, insurance authorities, protection’ engineers, and the National 
Fire Protection Association. 

In Senate Report 1472, 83d Congress, 2d session, on the Housing 
Act of 1954, a directive was stated that 
your committe is of the opinion that the commissioners have no discretion but 
to take such action as will exclude such items as tennis courts, swimming pools, 
barbecue pits, kennels, fire-alarm systems. 

Accordingly, on July 14, 1954, the Federal Housing Commissioner, 
pursuant to the Senate committee’s directive, issued regulation 7A 
which declared fire-alarm systems, among other items, to be ineligible 
for title I financing. 

It should be pointed out that the members of our industry were not 
represented at the hearings conducted on the subject. W hile the hear- 
ings were public, we had no actual knowledge that questions regarding 
home fire-alarm systems were going to be discussed at the hearings 
so as to enable us to dispute certain matters brought forth in the hear- 
ings or to present arguments and facts supporting the merits of our 
case. 

Now, nearly a year after the Federal Housing Administration has 
discontinued the financing of home fire-alarm systems, we have found 
the following results. Immediately after financing was stopped, most 
of the dealers who had been doing a conscientious job of salle and 
installing these home fire-alarm systems found themselves out of busi- 
nes. They found that they were unable to get financing from their 
bank, or other banks, and they were told, “If the system is not good 
enough for FHA financing, it certainly is not good enough for us.” 
This took place in spite of the fact that on the national average the 
proven ratio of losses on fire-alarm loans was less than the average 
on most of the home-improvement loans. This figure has been sub- 
stantiated by the Yotses) seine Administration. 

As a matter of fact, the Federal Housing Administration’s action 
in denying the financing of home alarm systems has had a peculiar 
repercussion which certainly was never intended. A large number of 
fire-alarm companies were forced out of business. This left many 
of the unethical operators still in business who were allowed to con- 
tinue and fluorish because the normal competition at normal prices had 
gone. These unethical operators are still operating through finance 
companies and mortgage brokers who charge a fantastic: ally high 
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rate of interest for loans. These unethical operators have increased 
their prices tremendously and cut down the quality of their installa 

tions to be able to continue in business. With the financing of legiti- 

mate and ethical companies once again, these unethical] operators will 
find a very hard time continuing to install shoddy equipment at ex- 

orbitant prices. 

The members of the Automatic Fire Alarm Association who are 
engaged in home fire-alarm activities are all conscientious people who 
are dedicated to the profession of saving lives. We invite similar 
conscientious people to join us. However, we find our activities slowly 
being stifled and turned over to less conscientious people. We cannot 
continue to operate without sound financing of home alarm sales. 

To rectify this situation, the Automatic Fire Alarm Association 
has developed a program, which we hereby respectfully submit. Ii 
requires the cooperation of the Federal Housing Administration. 

We have established a standard for equipment and installation in 
home fire-alarm systems, sufficient to guarantee proper protection. 
This is detailed and technical in character. It is based on the best 
recognized practice in the fire-alarm industry. A copy of same is at 
tached, which I will not attempt to read at this time. Technically 
speaking, it offers the finest form of protection for any homeowner. 

A code of ethical practices governing the sale of fire-alarm systems 
has been made part of the standards. With the adoption of this code 
as part of the eligibility for FHA financing, we are convinced that any 
complaints will cease immediately. 

We urgently request that the financing of home fire-alarm systems 
be restored by the Federal Housing Administration, and that the above 
standards and codes be utilized by FHA as a guide in developing an 
enforcement program which will make available to the American 
public priceless protection of their lives from the ever-present and 
growing menace of home fires. At the same time it will guarantee 
that the public will be able to purchase a fine fire- -protection system 
at an established price from a legitimate and sound dealer. 

The Automatic Fire Alarm Association pledges its wholehearted 
support and cooperation in carrying out this program. 

Senator Sparkman. Thank you very much, Mr. Levy. 

Senator Monronry. What is the usual cost of these ethical fire- 
alarm systems? 

Mr. Levy. The usual cost of the system, taking a 6-room house as 
an average, would run from $400 to $500. This would include the 
standard type of equipment that is approved by the Underwriters 
Laboratories or some other nationally recognized testing laboratory. 

Senator Monroney. It is an alarm only or does it have sprinklers 
and other things ? 

Mr. Levy. It is just an alarm system. 

Senator Monroney. It notifies the residents that fire has broken 
out. 


Mr. Levy. Yes. 

Senator SparkMAN. Senator Douglas. 

Senator Doveras. I can understood the need for this fire-alarm 
system in a multiapartment house, but in a single-family dwelling I 
wonder if it is so necessary. 

Mr. Levy. Sir, the purpose of the system is to save people’s lives. 
We are not primarily interested in saving the property, although that 
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s important. Most fires occur at night, and most of the people that 
are killed in fires are suffocated. They are never burned. The sta- 
tistics will show this. The National Fire Protection Association has 
compiled them over a period of years, and at the present time approx- 
imately 12,000 people are killed in fire annually in the United States. 
Senator Dovetas. But how many of those in single-family dwell- 

/ 


ngs 
plist. 


Mr. Levy. I would say that approximately 75 percent of them oc- 
cur in homes of different types, and the m: jor ity of them are in single- 
family dwellings. I would say that of the 12,000 people killed in fires 
annually, a minimum of 6,000 are in single-family dwellings. 

Senator Dovewas. Is that a firm estimate that you have? 

Mr. Levy. Yes, that is based on the statistics that have been com- 
piled. 

Senator SparKMAN. What makes the alarm work—heat ? 

Mr. Levy. Well, speaking as a manufacturer, our system works on 
the expansion of the air. Asa matter of fact, we use the same detec- 
tion devices in the home that we are at the present time selling to the 
Government on Army installations. That is the detecting equipment 
itself. 

Senator SpaRKMAN. Air expansion as a result of heat? 

Mr. Levy. As a result of heat. 

Senator SparkmMAN. How do you keep it from going off on a hot 
day ( 

Mr. Levy. Well, these units, the particular device I am referring 
to, go off when the temperature rises 5° within 20 seconds, and you 
cannot get that normally. 

Senator Sparkman. It is the incre: 4 in the heat? 

Mr. Levy. The increase in the heat. They also go off from 136° 
to 190° fixed temperature. 

Senator Sparkman. Thank you very much, Mr. Levy. We ap- 
preciate having your view point, and the matter will receive the con- 
sideration of the committee. 

(The document referred to by Mr. Levy is as follows:) 


STANDARDS AND ETHICS FOR THE SALE, INSTALLATION, AND MAINTENANCE OF LOCAL 
AUTOMATIC FIRE-DETECTION AND ALARM SYSTEMS FOR PRIVATE DWELLINGS— 
AUTOMATIC FrrE ALARM ASSOCIATION 


INTRODUCTION 


The provisions of these standards apply to the installation and maintenance 
of local automatic fire-detection and alarm systems for private dwellings and 
similar uses in providing a material measure of protection by sounding an alarm 
warning, in case of fire, to the occupants of the premises protected. 

Automatic fire detection equipment designed to provide prompt notification 
of fire in its incipient stage is of great value in arousing occupants so that they 
may escape from the burning building before the spread of fire and smoke blocks 
exits, call the fire department, use any extinguishing equipment or take other 
appropriate action for the saving of life and property. It is essential that equip- 
ment be adequately located and sufficiently loud to awaken sleeping occupants; 
any equipment which is not reliable in operation or does not awaken sleeping 
occupants may give a false sense of security. Attention is directed to the fact 
that self-contained unit alarm devices located in basements or other spaces 
remote from sleeping rooms may not awaken sleeping occupants. 

The integrity of any fire-alarm system is dependent upon the kind of mate-- 
rial used and the installation and maintenance thereof. This code contains 
basic minimum provisions considered necessary for safety. Compliance there- 
with and proper maintenance should result in a dependable installation. 





590 HOUSING ACT OF 1955 


GENERAL 


These automatic fire-detection and alarm systems consist of electrical circuits 
and associated instruments and devices having their operation under the con 
trol or domination of the owner or others interested in the property protected, 

The intent and meaning of the terms used in these standards are the same as 
those of the National Electrical Code and National Fire Protection Association 


Pamphalet No. 72. 
INSTALLATION AND DESIGN 


These automatic fire-detection and alarm systems shall consist of a main con 
trol unit, alarm-sounding devices, fire-detection equipment and wire all of which 
shall be approved by Underwriters’ Laboratories, Inc., or equal nationally ax 
cepted testing laboratory for the purpose for which they are intended, namely 
fire-detection service. 

All systems shall be installed in a workmanlike manner and in accordance 
with these standards. 

All devices shall be so located and mounted that accidental operation wil! 
not be caused by vibration and jarring. 

All systems shall test free of grounds except parts of circuits or equipment 
which are intentionally and permanently grounded to provide ground fault 
detection, emergency ground signaling, or circuit protective grounding. |! 
systems shall be designed so that they do not depend upon the effectiveness of 
any ground connection for normal operation. 


CONTROL UNIT 


Definition.—A control unit as covered by these requirements consists of a 
unit assembly of electrical parts having provision for connection of power- 
supply cireuits routed through the control-unit equipment by a_ prescribed 
scheme of circuit. The circuits are extended to separate devices by which the 
operating parts of the control unit are actuated for signals, and to separate 
or incorporated devices by which the signals are indicated so as to form a 
coordinated system combination for definite signaling services. 


ELECTRICAL SUPERVISION 


General.—Except as otherwise indicated in this standard, a system shall be 
electrically supervised so that the occurrence of a break or a ground fault con- 
dition of its installation-wiring circuits which prevents the required operation 
of the system, or failure of its main power supply source, will be indicated by a 
distinctive trouble signal. 

Note.—(@)The provision of a double loop or other multiple-path conductor 
circuit to avoid electrical supervision is not acceptable except as indicated in 
section (a) of paragraph on alarm signal sounding circuits. 

(b) Electrical supervision of conductors for a short-circuit fault is not 
contemplated by this requirement. u 

Power supply circuits supervision.—All sources of energy except the following 
secondary sources: 

(a) One employed for the operation of trouble signal circuits and appliances. 

(b) One employed as an auxiliary means for maintaining the normal opera- 
tion of the system following trouble signal indication when the main supply 
source is interrupted. 

(c) One employed as a means for operating a supplementary circuit for 
alarm bells, annunciators, and similar circuits, the failure of which will not 
prevent the operation of the system for the required signals. 

(d) The battery leads of a trickle-charged battery. 

Fire-detecting circuits.—The electrical supervision shall include all circuits 
for signals initiated by the operation of fire-detecting equipment, automatically 
operated devices which initiate or transmit signals either manually or auto- 
matically, except: 

(a) The circuits of a supplementary signal annunciator, provided that the 
fault condition of this circuit wiring results only in the loss of annunciation. 

Supplementary control circuit.—A supplementary circuit for operating fan 
motor stops or similar control equipment intended to be actuated at the time of 
an alarm signal, need not be electrically supervised, provided a fault condition of 
the circuit in no way affects the normal operation of the signaling system. 
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{larm signal sounding circuits —All circuits for operating alarm sounding 
devices and appliances except: 

(a) Alarm signal sounding appliances employing self-contained vibrating 
armature eontacts for signal operation when (1) alternately connected to two 
or more circuits and approximately equally distributed throughout the building, 
or (2) connected to a double loop circuit so that a break or a ground fault does 
not prevent the operation of any sounding appliance. 

(b) The circuit of an alarm bell installed in the same room with a system 
control unit, provided the bell circuit conductors are installed in conduit or 
equivalently protected against mechanical injury and tampering. 

(c) A trouble signal circuit. 


TROUBLE SIGNALS 


Distinctive trouble signals.—Trouble signals shall be distinctive from alarm 
signals and shall be indicated by the continuous operation of a sounding ap- 
pliance, which may be common to several supervised circuits. 

Silencing switch.—A switch for silencing the trouble signal sounding appliance 
may be provided only if it transfers the trouble indication to a lamp or other 
acceptable visible indicator adjacent to the switch. The visible indicator shall 
remain operated until the silencing switch is restored to its normal position 
unless the audible trouble signal will be obtained when a fault occurs without 
restoring the switch to normal. 


POWER SUPPLY SOURCES 


General.—Except as indicated below, every fire detection and alarm system 
shall be connected to two separate power supply sources, as follows: 

(a) Main power supply of adequate capacity to operate all detection and alarm 
signaling circuits. 

(0) Auxiliary power supply of adequate capacity for operation of trouble 
signal circuits. 

Nore.—In case of main power failure, an arrangement may be provided for the 
temporary transfer of full system operation to the auxiliary power supply: in 
which case the auxiliary supply must equal the main supply in output capacity. 

Light and power services.—A reliable electrical light or power service may be 
used as the main power supply or the auxiliary power supply of a signaling 
system but not for both purposes in the same system. 

Rectifiers, direct-connected.—A rectifier employed as a direct source of supply 
for the signaling system should be approved for the purpose of adequate capacity 
to maintain voltage regulations between 130 percent rated voltage at no load 
and 100 percent of rated voltage at maximum load. 

Transformers or transformer-rectifier assembly.—The transformer or trans- 
former-rectifier assembly employed as a source of power must be listed for the 
system with which it is used. 

Batteries, trickle-charged,—One set of trickle-charged storage batteries is ac- 
ceptable for use as both main and auxiliary power supplies, providing the bat- 
tery is capable of operating the system for not less than 24 hours with the 
maximum normal load and the power supply of the charger disconnected. 

Primary batteries.—A primary battery may be used as the auxiliary power 
supply. In the same system a second primary battery may also be used as the 
main power supply providing the supervisory current drain is not more than 15 
milliamperes and the maximum load is not more than 3 amperes. 


FIRE DETECTING EQUIPMENT 


Spacing.—Fire detecting equipment spacings shall not exceed the linear max!- 
mum indicated in Underwriters’ Laboratories, Inc., fire protection equipment 
list for the particular device used. Closer spacing may be required due to struc- 
tural characteristics of the protected area, possible drafts, or other conditions 
affecting detector operation. 

The placement and spacing of detecting equipment should also be based on con- 
sideration of the ceiling construction, ceiling height, room or space areas, space 
subdivisions, the normal room temperature, possible exposure of the devices to 
abnormal heat and to draft conditions likely to be encountered at the time of 
a fire. 

Location.—Detecting equipment shall be located permanently on or near the 
ceiling and shall be installed throughout all parts of the protected premises 
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including: all rooms, halls, baths, closets, storage areas, basements, utility rooms, 
attics, and attached garages. 

Support.—Individual detectors shall be supported in all cases independently of 
their attachment to the wires. 

High temperature areas.—Special detecting equipment shall be used in furnace 


rooms or other areas where necessary, in accordance with the manufacturers’ 
recommendations. 


AUDIBLE SIGNALING EQUIPMENT 


Location.—Alarm bells or other sounding devices shall be permanently in 
stalled and located where they will be audible to all occupants of sleeping quarters 
under all conditions, 

Distinctive signals—Sounding devices shall produce signals which are dis- 
tinctive from other devices used for other purposes in the same area. 


WIRING 


Outside wiring.—Wiring circuits complying with the requirements for com- 
munication circuits and the National Electrical Code and reserved solely for fire 
detection and alarm services are acceptable for outside wiring. 

Inside wiring.—General circuits: Construction cable for use with circuits not 
exceeding 150 volts shall be constructed as follows: 

(a) The conductors shall be of copper, not less than No. 14 AWG for 2-con- 
ductor cable, not less than No. 18 AWG for 8- or 4-conductor cables and not less 
than 22 AWG for cable having more than 4 conductors. 

(b) The individual conductors shall have rubber or thermoplastic insulation 
having a nominal thickness not less than one thirty-second of an inch. 

(c) The cable conductors shall have a lead sheath or a moisture-resisting and 
flame-retarding jacket providing equivalent protection against mechanical injury 
to that obtained with nonmetallic sheathed cable defined in the National 
Electrical Code. 

Installation.—The cable may be installed exposed on ceilings, or not less than 
7 feet from the floor on side walls, if adequately protected against injury. 
Concealed cables and cables passed through floor or located on side walls within 
7 feet from the floor shall be installed in approved raceway or conduit. The 
cable shall be supported by the terminated in approved fittings. 

Limited-energy circuits.—General: Special cable may be used for limited- 
energy fire detector circuits where the following conditions exist: 

(a) The open circuit voltage does not exceed 50 volts. 

(bd) Overcurrent protection or not more than 2 ampere rating is provided. A 
fuse shall be of noninterchangeable type. If the current is from a transforming 
device having energy-limiting characteristics, the fuse may be omitted. 

(c) The capacity of the supply circuit is limited in its maximum rated output 
to not exceed 100 volt-amperes. 

Construction.—The conductors of a cable for use with limited-energy circuits 
shall be of copper not smaller than No. 20 AWG and shall have thermoplastic 
insulation of not less than 0.015 inch nominal (0.010 inch minimum) thickness. 
The cabled conductors shall have a thermoplastic jacket having a nominal thick- 
ness not less than 0.085 inch (0.030 inch minimum). Other insulation having 
equivalent performance characteristics may be accepted. 

Installation.—The cable may be run concealed or may be run exposed if ade- 
quate precautions are taken to prevent injury. 

Line thermostats.—Line type thermostats including insulated copper tubing 
of pneumatically operated detectors employed for both detection and wiring 
purposes shall be installed in conformity with the requirements for limit- 
energy circuit cable as mentioned in the preceding paragraph and shall provide 
adequate insulation for the voltage rating of the thermostat. 


ACCEPTANCE TESTS 


Upon completion of the installation of a system, a complete test of the entire 
installation shall be made in the presence of the purchaser. 
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MAINTENANCE 


igreement—A satisfactory agreement on the efficient operation and mainte- 
nance of the system shall be provided to the purchaser by the installing company. 

Testing—The purchaser shall be instructed to test the system each week. 

Inspection.—The installer shall provide, at a reasonable cost, a routine test 
and inspection of the system at least once each year. 

Records.—The installer shall keep a complete record of the tests and inspec- 
tions of each system. The record shall be available for examination and where 
required, reported to the authority having jurisdiction. 


CODE OF ETHICS 


Covering the sales, installation, and maintenance of automatic fire detection 
and alarm systems. 


SALES 
Sales approach.—No salesman shall misrepresent his status, or in any way 
falsely imply that he represents a fire department, building department, or any 
other public authority. The salesman should leave a card at the home of each 
prospect called upon. 

Demonstration.—No salesman shall make any misstatement or exaggeration 
of fact concerning the performance of automatic fire alarm systems, approval by 
public authorities, or insurance relationships, or make any other claims or state- 
ments which cannot be fully documented by published information from authori- 
tative sources. 

Order form and contract.—No salesman shall have the authority to alter in 
any way the basic terms of the installation company’s printed sales contract ; 
nor shall he expressly or by implication offer any guaranty of equipment or 
commitments for service, or any further inducements, other than those guaran- 
ties, commitments, and inducements which are provided for in the company’s 
printed contract form. 

All equipment shall be guaranteed for a period of 1 year against defects in 
workmanship and materials; and any equipment found defective shall be 
promptly repaired or replaced without charge to the purchaser. 

No sales contract shall contain a clause providing a penalty for the cancella- 
tion of the contract unless it also provides a reasonable waiting period before 
the penalty clause becomes effective; and in no instance shall such a penalty 
clause take effect until 2 days after the original signing of the contract. 

All requirements of the lending institution, as well as any insuring organiza- 
tion which may be involved together with the lending institution, shall be com- 
pletely satisfied. 

Pricing.—A schedule of prices for various types and sizes of installation shall 
be filed with the bank or lending institution by the installation company and 
strictly adhered to by the company’s sales representatives. If a departure 
from the standard price is required because of an unusual installation condition, 
a full explanation and justification of the new price shall be attached to and 
made a part of the sales contract. 


INSTALLATION 


All systems should be permanently installed in a workmanlike manner and 
in accordance with the Standards of the Automatic Fire Alarm Association. 


MAINTENANCE 


An adequate service arrangement shall be provided for each system, and the 
installing company shall make full provision for carrying out its service com- 
mitments under all circumstances, including the failure or discontinuance of 
the installation company itself. 

A complete record of every installation shall be kept by the installing company 
and open to inspection by proper authorities. In case of failure or discontinuance 
of the installation company, their records shall be turned over to: 

(a) The manufacturing company from which the installing company held 
a franchise; 

(b) If no such manufacturing company is involved, to the appropriate 
committee of the Automatic Fire Alarm Association. 
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The installation company shall transmit promptly to the appropriate commit 
tee of the Automatic Fire Alarm Association full reports on all instances of: 

(a) All fires occurring in premises protected by automatic fire alarm sys 
tems, with full information as to the performance of the system, extent 
of damage, etc.; 

(+) All instances of false alarms, failure, ete. which might contribute 
information useful in improving the knowledge and standards of the in 
dustry. 

RESPONSIBILITY 


The installation company shall maintain an adequate program of active super 
vision over its sales and installation personnel to insure the enforcement of 
this code. 

Any manufacturer or distributor having franchised dealers shall maintain a 
program of active supervision over such dealers to insure the enforcement of 
this code. 

All participating companies agree to accept the authority of the Automati: 
Fire Alarm Association, and to cooperate fully at all times with accredited rep- 
resentatives of the Automatic Fire Alarm Association, in all matters pertaining 
to the enforcement of this code. 

Senator SparKMAN. Congressman Robert E. Jones, of Alabama, 
was to have appeared before the committee this morning in connection 
with the farm housing bill or proposal. He had to preside over at a 
House hearing and was not able to come. He will offer a statement. 
Without objection, it will be included in the record if it is received in 
time. 

All statements and letters I have and any that may be received in 
time will be inserted in the record. This concludes the hearings. The 
subcommittee will stand adjourned. 

(Whereupon, at 12:10 p. m., Friday, May 20, 1955, the subcom- 
mittee was adjourned.) 


(The following letters and statements were received for the record :) 


Alaskan housing 
Unirep STates SENATE, 
Committee on Interstate and Foreign Commerce, 
May 17, 1965. 
Hon. JoHN SPARKMAN, United States Senator, 
Senate Office Building, Washington 25, D. C. 

DEAR SENATOR: As you are no doubt aware, I have been interested for some 
years in Alaskan housing problems. Unfortunately, due to factors beyond con- 
trol of the people of the Territory, conditions creating hardships upon builders 
there have arisen. ; 

Builders have been encouraged by the military as well as housing officials, to 
plan and build a number of subdivisions in the Territory. Due to factors be- 
yond the control of the builders a number of these subdivisions are in a dis- 
tress situation. | 

The economy of the Territory, as I am sure you are aware, has not been as 
robust as had been expected. However, it is felt that there is a relatively 
normal healthy market for these properties provided that mortgage arrange- 
ments, roughly comparable to those in the 48 States, can be achieved. 

There is a bar, however, to achieving such mortgage relief, in that the Hous- 
ing Act of 1954 effectively precludes FNMA from acting to aid the situation. 
My study of the problem indicates that the various interrelated factors in- 
volved in the present problem can be worked out if the authority of FNMA. 
which is now restricted to $15,000 in such matters, is increased by the normal 
50 percent permitted to take care of higher costs in the Territories. 

As part of my analysis of the matter, I wrote to the Administrator of the 
Housing and Home Finance Agency, setting forth what looks to me to be a 
feasible plan to alleviate the hardships involved and dispose of the matter in 
a satisfactory way for all concerned, including of course, the Government. It 
is my understanding that the Administrator and the various agencies involved 
are not adverse to the plan suggested in my letter. A copy of my letter to 
Albert Cole is attached hereto. 
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Time is very important in this matter. It occurs to me that you may have 
before your committee a bill which might prove a logical vehicle for an amend- 
ment to the 1954 Housing Act—that portion dealing with FNMA’s authoriza- 
tion. I had thought of suggesting an amendment to S. 1645, but that bill, of 
course, has already gone through the Senate. 

The following language either as a separate bill, or as an amendment to legis- 
lation as suggested above, would meet the problem: 

Section 302 (b), of 1954 Housing Act, at the end thereof, add the words: 
‘except that for mortgages upon properties in the Territories of Alaska, Hawaii, 
and Guam, the original principal obligation may exceed $15,000 by not more than 
\) percent thereof.” 

I will appreciate your reaction to this proposal. 

Kindest personal regards. 

Sincerely, 
WARREN G. Macnuson, U. S. C. 


APRIL 25, 1955. 
Hon. ALBERT COLE, 


Administrator, Housing and Home Finance Agency, Washington, D. C. 

Dear Mr. CoLe: As I] am sure you are aware, I am keenly interested in Alaskan 
matters. If you will remember, I was active in sponsoring the Alaskan Housing 
Authority Act, the Alaskan Public Works Act and related statutes. 

Unfortunately, I now find that a very difficult situation concerning housing has 
arisen. From information furnished me, it appears that a number of housing 
projects are now in an extremely precarious financial position. 

As l am sure you know, the housing picture has changed very drastically in 
Alaska in the last 2 years. The military have apparently cut back their expansion 
plans in Alaska. Perhaps of even more significance is the construction of directly 
authorized quarters in large numbers by the military. As a result, the demand 
for housing units has been considerably less than was originally anticipated by 
all concerned. 

The housing projects that I am referring to are FHA insured and, I believe, 
the mortgages are owned in most, if not in all cases, by FNMA. The reason, of 
course, that these mortgages are owned by FNMA is that private mortgage 
money has not been available in Alaska in any amount for many years. 

I know you will agree that the Government’s interests will be best served if 
ways can be developed for the individual units to be sold by the sponsors to 
private parties in accordance with the originally conceived plans. As it is now, 
from the information that I have gathered, it appears that sales of the various 
units are being held up almost entirely by financial and economic considerations. 

Unlike conditions in the States, including those in the State of Washington 
and in the area surrounding Washington, D. C., as examples, very substantial 
down-payments must be exacted by sponsors in Alaska from their purchasers. 
Not only are the sponsors unable to even waive payment of settlement charges, 
as appears to be the case in the Washington, D. C. area, but the sponsors in 
Alaska are required to secure down-payments in amounts averaging $5,000 a unit. 

Unfortunately, the economic reaction of prospective buyers appears to be the 
same in Alaska as in the States. Purchasers seem to be as completely unwilling 
or unable to make $5,000 downpayments in Alaska as they are in the States. 

In trying to find a solution to the impasse, it has been suggested to me that a 
very sensible way to cure the situation is to refinance the various projects in 
accordance with the requirements of the 1954 Housing Act. If the 1954 act 
formula was to be used and the valuations remain more or less the same, it would 
be possible for the mortgages to be increased an average of perhaps $2,000 a unit. 
If, then, the builders, as a condition to such an arrangement, were to be required 
to reduce the sales price, perhaps $2,000 plus, the downpayment required from 
the purchaser would need to be something less than $1,000. The best informa- 
tion that I have received from Alaska is that such a downpayment is entirely 
within the ability of prospective purchasers to pay. 

Further, if the formula of the 1954 act is used, the mortgages could be written 
for a 30-year period, thus decreasing the monthly payment to an average of 
perhaps $125 a month instead of a present average of approximately $180 a 
month. 

It appears to me that the only way the problem in Alaska can be solved is by 
means of some such plan as that set forth above. It is obvious that the ultimate 
objective, of individual ownership of the housing units built, cannot be secured 
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under the present financial requirements, regardless of who attempts the sale of 
the properties. 

As I know you are aware, no private mortgage funds are presently available 
for use in Alaska and if any housing construction is to proceed there, it must be 
pursuant to the special assistance provisions of the FNMA authority. It is ; 
understanding that your agency has either already taken a favorable action on 
the special assistance question or that such a decision is impending. 

In looking at the 1954 Housing Act, it develops that, through an apparent 
oversight, the FNMA authority is restricted to $15,000 mortgages or less. A), 
parently, by error, the normal language present in other housing acts, where}, 
a differential is permitted in the Territories to take care of the higher costs, was 
omitted. 

It seems to me that if amendatory words, to take care of this omission, we) 
added to the act, perhaps through my bill, S. 1645, providing for the extension 
of FNMA commitments under certain circumstances, a workable basis for solving 
the situation would be brought into being. 

With FNMA’s authority to handle the situation straightened out, I am i: 
formed that it is entirely practicable to expect that all of these troublesony 
projects can be placed on an owner-occupant basis by the end of this seas 
This plan is particularly appealing to me since it will enable the Government 
avoid something that we all fear—a substantial number of foreclosures, with | 
Government being projected more forcefully than ever into the ownership and 
operation of individual housing. 

It is my plan to sponsor the necessary change in the FNMA authority men 
tioned above. Iam, of course, assuming that if such a legislative change is made, 
the present Alaskan housing difficulties will be on their way to a solution. Ac 
cordingly, since I am advised that S. 1645 may be acted on by the committee 
within the next 3 or 4 days, please let me have your reaction within that 
time. 

Kindest personal regards. 

Sincerely, 
WARREN G. MaGnuson, U.S. 8. 


Public housing 


CHAMBER OF COMMERCE OF THE UNITED STATES, 
Washington, D.C., May 18, 1955. 
Hon. JOHN SPARKMAN, 
Chairman, Subcommittee on Housing, Senate Committee on Banking and 
Currency, 
United States Senate, Washington 25, D. C. 

DearR SENATOR SPARKMAN: The Chamber of Commerce of the United States 
urges you to reject the public housing provisions of S. 1800. 

The 3,100 Chambers of Commerce and trade associations in our federation 
have opposed subsidized Government housing, or public housing, as it is fre- 
quently called, ever since the program was inaugurated by the Federal Govern- 
ment. These members have said, among other things: 

“The shelter requirements of needy families in housing of acceptable minimum 
standards should be taken care of by the State and local governments.” 

Since World War II, 9% million privately financed dwelling units have been 
built and occupied. This means that 1 out of 5 families in this country have 
moved into a new “home.” This new housing has been built in all price ranges, 
and construction continues at a high level. No place in the world has there 
ever been such a record made. Why should we jeopardize it? 

Advocates of a federally subsidized housing program, in the early years during 
a depression, argued for it as a means for halting a decline in employment. 
Later the program was advanced as a supplement to slum clearance and later, 
still, as a means of meeting housing shortages engendered by war activity. 
Arguments more recently used have reverted to an alleged need for public 
housing in connection with slum clearance activities. 

The problem of slum clearance, however, is only a part of the much larger 
problem of the renewal of.our cities. We need programs initiated by the cities 
themselves, for the conservation and rehabilitation of the existing supply of 
housing as well as the continuance of a high level of new building. Through 
programs of conservation, houses now in good condition are prevented from 
becoming dilapidated; through programs of rehabilitation, the great bulk of 
substandard houses can be restored to reasonable standards of livability. 
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The serious housing shortages, which heretofore have stood in the way of 
relocation of families liying in houses not susceptible of rehabilitation to mini- 
mum standards, have largely disappeared. The increasing flexibility in the 
housing supply permits going forward vigorously with local rehabilitation pro- 
crams and of programs for clearing and rebuilding blighted areas. 

Rehabilitation can be accomplished through rigorous enforcement of local 
sanitary and housing ordinances to insure that existing housing will meet 

ceptable minimum standards of health and decency. Many cities over this 

vuuntry are actively going forward with such programs, notable examples being 
\lilwaukee and Baltimore. 

The problem of hopelessly blighted areas should be dealt with under urban 
redevelopment laws enacted by States to empower cities to assemble and clear 

lighted areas and to encourage their rebuilding by private initiative and 
private investment. 
~ Such programs of rebuilding and rehabilitation are necessarily time-consum- 
ng and are inherently a continuing community responsibility in our dynamic 
society. 

S. 1800, besides extending existing contractual authorization, would provide 
for 35,000 public (tax finan ed) housing units in each of the next 2 years. How 
was this figure derived? Why not one-half that number, or twice as many, or 
10 times as many? 

The number of public housing units which will be built is not the only issue. 
\ny precise figure does not answer the fundamental question: In what sense 
s it the responsibility of the National Government (the taxpayer) to provide 
housing for certain citizens? Every million dollars of tax money taken from 
the people for public housing must make it a little harder for some lower’, or 
moderate income people to build their own homes. If the concept of public 
housing grows and grows, it may become an accepted way of life. It could induce 
nore and more people to look to the Federal Government for all or part of the 
cost of their housing. It inevitably will reduce the incentive for some of our 

tizens to try to build their own homes. Throughout history, the effort to 
etter one’s position has been the great incentive which has helped raise our 
production and our incomes, 

Why taxpayers generally should subsidize the building of new homes for 
certain families, when often such taxpayers cannot afford to build new homes 
of similar quality for themselves, should be questioned. 

Furthermore, when Government enters a relief field, it has generally been 
assumed that all persons within the relief category should be equally eligible. 
But in the very nature of public housing, one public housing installation will be 
located here, another one there, while vast numbers of other families in a similar 
tinancial category will receive no such subsidy, just because they happen to live 
in a village, town, city, or county where no public housing project happens to 
be launched. This is discrimination. 

In the interest of nondiscrimination and equality before the law, no Govern- 
ment relief program should be launched, unless all individuals or families in 
that relief category have equal access to the subsidy. 

Furthermore, these public housing projects are creating social problems. Chil- 
dren in the same general neighborhood are made to fall into two classes. One 
group comes from self-supporting families, and the other group gets taxpayer- 
subsidized housing. This establishes community conflicts, class distinction, and 
can lead to endless friction. 

Finally, such public-housing expenditures, like all other nonessential or less 
essential expenditures, make it that much harder to balance the annual budget. 

We request that this letter be made a part of the record of your hearings. 

Cordially yours, 
CLARENCE R. MILES. 


STATEMENT OF EARL W. SMITH, PRESIDENT, NATIONAL ASSOCIATION OF 
HoME BUILDERS 


Mr, Chairman and members of the committee; my name is Earl W. Smith and 
I am an active home builder from El Cerrito, Calif. I am very happy to have 
this opportunity as president of the National Association of Home Builders to 
submit to you the views of this association on S. 1800, the Housing Amendments 
of 1955, and related bills now before you. 
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As you know, the National Association of Home Builders is the sole spokesman 
for the home building industry, with over 33,000 members affiliated in 225 local 
associations in all sections of the country. 

Much of the proposed legislation now before you consists of technical amend- 
ments and extensions or enlargement of existing housing programs. Therefore. 
without discussing all of the provisions in S. 1800 and related bills, I wish to bring 
to your attention our views and confine this statement wholly to the key pro- 
posals in this legisltaion as they affect the home-building industry. 


Mortgage insurance authorization 


I, FEDERAL HOUSING ADMINISTRATION AMENDMENTS 


By far the most important of these amendments is section 6 of S. 1800, authoriz- 
ing an increase of $4 billion in FHA’s general mortgage insurance limit. We 
strongly support this proposed increase and urge its passage. Continuation of 
the FHA mortgage insurance system, made possible by this amendment, is a vital 
necessity both for the home-building industry and thousands of future home 
buyers and for the continued health and prosperty of the national economy. 

The FHA system of mortgage insurance has been the most important factor in 
the past 20 years in developing home building into a modern, mass-production 
industry. By pooling mortgage risks on a scale beyond the reach of any private 
lender or group of lenders, FHA has provided a thoroughly sound method of con 
sumer home financing. It has made possible the low down payments and low 
monthly charges without which today the average man, even though a sound 
credit risk, would have difficulty in buying a home. 

For more than 10 years FHA has been entirely self-supporting and a wholly 
privately financed institution. It has repaid to the Treasury all of the Govern- 
ment’s initial investment, totaling over $65 million together with additional $20 
million in interest. The FHA insurance system more than amply protects the 
contingent liability of the Government through (1) the very sound values of the 
properties and real estate securing insured loans, (2) the lengthy time period 
provided by its unique debenture-payment system and (3) its very substantial 
cash reserves. To date, all losses have been paid out of operating income. There- 
fore, there is every reason to approve this proposed increase in FHA insurance 
authorization. 

It is absolutely essential, however, that this increase be in an appropriate 
amount. Weare not sure this is the casein S. 1800. We appreciate that Congress 
may wish to reexamine FHA’s maximum insurance limit each year, but on the 
basis of FHA’s own figures (in the Agency’s section-by-section analysis) the 
amount of $4 billion seems inadequate. 

FHA’s prospective net use of insurance authorization during fiscal 1956 is 
estimated to come within $1.2 million of the proposed $4 billion increase. If the 
use of remaining authorization during fiscal 1955 or the anticipated use during 
fiscal 1956 has been underestimated by just 120 new or existing houses with 
insured mortgages of $10,000, FHA will nat have sufficient insurance authorization 
to last the year out. 

Surely, this is too close for operating convenience. As a practical matter, 
it means that FHA’s operations will come to a quick halt if their insured loans 
during this fiscal year or next come within 200 to 500 units of their estimates. 
Not even 1 month’s operating leeway is provided by the proposed increase. There 
is no reason why FHA should exist from crisis to crisis, or why the Congress 
should be required to hurry through supplemental authorization merely because 
of an inadequate increase at this time. This increase in authorization in no way 
affects either the national debt or the budget. Certainly it should be in a larger 
and more adequate amount. 

Although home builders generally do not participate in the program, we cer- 
tainly wish also to support the 5-year extension of FHA’s title I home repair 
and modernization loan insurance (sec. 2 of 8.1800). This program is an integral 
part of the overall effort to aid renewal and rehabilitation work on existing 
housing and thus prevent the spread of slums and blighted housing. It is also 
a great help to the relatively new home buyers in financing necessary main- 
tenance and improvements which result in sounder mortgages and more satisfied 
homeowners 

On rental housing, the proposed increases in maximum mortgage amounts 
(sec. 5) may prove helpful when and if the more basic problems involved in 
attracting investment capital are solved. These involve adequate administra- 
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tion and legislative recognition of the need for proper valuations, sufficient profit 
ncentive and appropriate equity recovery. I am pleased to learn that these 
natters have already been the subject of discussion at the round table hearings 
held by your Subcommittee on Housing. 

Unless both law and agency interpretations recognize the highly speculative 
risk involved in equity investment in the construction of rental housing, investors 
will undoubtedly continue to choose other less hazardous avenues of investment. 
These factors currently inhibit production under the several rental sections of 
he National Housing Act. They have been particularly important in preventing 
more rapid accomplishment in urban redevelopment. 

This association has for some years supported the idea of redevelopment and 
rehabilitation of our cities through private enterprise. But to accomplish this, 
a workable financing vehicle is essential. Section 220 of the National Housing 
\ct, enacted last year, was intended to provide this. It should be noted that lack 
of recognition of the realities of rental investment, pointed out above, has thus 
far prevented its effective use. 

We support the amendment in 8.1800 (sec. 7) which would eliminate cost 
certification requirements on single family home construction under section 221. 
Cost certification serves no useful purpose for single-family housing since the 
benefit of a high-ratio mortgage accrues to the home buyer, not the builder. 

We believe a further amendment of present law is required in order to obtain 
full benefit from section 221. Programing of housing under this section should 
not be confined solely to families displaced by slum clearance or rehabilitation 
or redevelopment projects. 

Use of section 221 should follow the recommendations of the President’s Ad- 
visory Committee’s Report on Housing, which contemplated a programed use of 
this section for all low-income families, whether or not displaced by governmental 
action. If used in this way, this section could be of great benefit particularly 
in providing more adequate housing for minority groups. The FNMA special- 
assistance provisions approved by Congress last year were specifically designed 
to provide financing if necessary for section 221 and 220 projects. Thus, if sec- 
tion 221 housing were available for programing wherever needed, it would mean 
that financing would also be available. The necessary amendatory language is 
as follows: 

Suggested amendment to section 221, National Housing Act: In the first sen- 
tence of section 221 (a) of the National Housing Act, as amended, strike the word 
“relocating” and insert in lieu thereof “meeting the needs of low-income families 
that are not and cannot be met from the existing supply of all other private 
financing and to provide preference to’’; in the first proviso of the second sen- 
tence, strike the words “to be so displaced”; and in the second proviso of the 
second sentence, strike the words “the relocation of families to be so displaced 
and who would be” and insert in lieu thereof “low-income families”. 

For the past 2 years we have taken the position that the extension of the title 
VIII (Maybank-Wherry Act) military housing mortgage insurance and of the 
title IX defense housing mortgage-insurance programs is justified only if re- 
quested and supported by the armed services. Therefore, we concur in the 
proposals in 8.1800 (secs. 9 and 10) which, in effect, terminate both programs 
except for outstanding commitments or certifications. 

This association is desirous of cooperating in every way possible to assure that 
the Nation’s military forces and families have available sufficient, adequate and 
satisfactory housing. We believe that this can be accomplished only through 
the use of all available housing aids, including in particular proper recognition 
of and reliance upon the high production of the private home building industry. 
Passage of the section 222, FHA armed services insurance program last. year 
was a step in the right direction of giving special help to military families in 
the buying of their own homes. 

We are concerned at certain features of S. 1501, now before this committee, 
which would provide a new FHA title X mortgage insurance program for armed 
services housing. As we understand the bill, it would place the FHA in the 
position of insuring loans on construction as to which FHA would have no under- 
writing, inspection, or approval responsibilities whatsoever. The FHA would 
carry the burden of financial risk without having any voice in its assumption. 

We believe this runs wholly contrary to the purpose of the Federal Housing 
Administration. Either FHA should be given its usual market analysis, under- 
writing, inspection and approval functions, or the responsibility for carrying 
the risk of the loan should be borne by the military service making those de- 
terminations. The present proposal would be an unwise use of the FHA system 
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and might well weaken its general acceptability as a sound operation in mortgage 
insurance. 

There are other uncertainties as to the operation of the proposed mortgage 
insurance program. It is not clear, for example, that the allocation of monthly 
quarters allowances is sufficieint to support the financing of the size housing 
anticipated or will necessarily continue to be sufficient to cover monthly amor- 
tization payments. If not, this may give rise to an additional appropriated sub- 
sidy as is the case with other aspects of the program. Thus, the costs of spon- 
sorship, maintenance, land, development, landscaping, sewerage, water, gas 
and other facilities, roads, sidewalks, and other off-site improvements we assume 
would have to be paid for by the military services from other general appropria 
tions. hese hidden subsidies raise a very real question as to the true cost of 
this proposed program. 

A very serious consideration with respect to all new military housing, es- 
pecially that for which the location and need is determined by the armed services, 
is the problem of properly protecting existing Wherry Act and title [IX defense 
housing as well as local private housing markets. It has been the experience of 
the home building industry generally that local market analyses by the military 
forces are not apt to give much weight to existing housing and the rate of loca! 
housing production. We strongly urge, therefore, that any further military 
housing programs be made subject to a review before approval for construction 
This should be done by the HHFA which has overall responsibility for all hous- 
ing. A step was made in this direction by the Appropriation Committees of 
Congress in 1954. In approving funds for the new program of on-base military 
family housing, they required the Secretary of Defense to certify (1) that it is 
impractical to construct family housing under the provisions of title VIII of 
the National Housing Act, (2) that adequate housing at reasonable rental rates 
is not available in the immediate vicinity of the military installation, and (3) 
that it is impractical to acquire suitable housing under other existing provisions 
of the law. 


Il, 





FEDERAL NATIONAL MORTGAGE ASSOCIATION 


We believe the committee should also consider along with these housing bills 
the problem already evident in the operation of the rechartered FNMA secondary 
mortgage market provisions. Since passage of the Housing Act of 1954, the oper- 
ation of this FNMA program has borne out our testimony of a year ago that 
unless its statutory provisions are amended it will, in our opinion, prove un 
workable and possibly do more to depress than to assist the mortgage market. 
Its terms go far beyond those reasonably necessary to prevent excessive use and, 
in effect, amount to a complete denial of the facility to the very users for whom 
it is intended. 

In the first place, the requirement of at least a 3 per cent stock investment to 
use FNMA is too high. Taken together with the fees and charges and discounted 
prices that must be paid to FNMA, the price of doing business comes close to 
exhorbitant. We believe the 3-percent requirement should be changed to 2- 
per cent. This will still enable FNMA to operate on a businesslike basis as we 
pointed out in detail to this committee in 1954. 

Also clear on the basis of the past several months’ experience is that FNMA 
purchase prices for mortgages, under its present statute, depress rather than 
aid the general mortgage market. The Association should be authorized to buy 
loans at a reasonable price level determined by it from time to time rather 
than at the market price. FNMA should be able to take into account the rea- 
sonably foreseeable market for mortgages of the same class and current yields 
on, as well as the reasonably foreseeable price trend of, long-term Government 
bonds and other forms of investment. This would enable FNMA to stabilize 
the mortgage market by raising its purchase prices slightly when the market 
threatens to sag or by dropping its purchase offers when the market is strong. 
The necessary amendatory language is as follows: 

Suggested amendment of section 303 (b) of title IIT, National Housing Act: 
In the first sentence of section 308 (b) strike the numeral “3” and insert the 
numeral “2.” 

Suggested amendment to section 304 (a) of title IIT, National Housing Act: 
In the second sentence of section 304 (a) strike the words “at the market price” 
and insert in lieu thereof “at a reasonable price level, as determined by the 
Association, taking into consideration the market price for the particular class 
of mortgage involved, the reasonably foreseeable market for mortgages of the 
same general class, and current yields on, and reasonably foreseeable price trends 
of, long-term Government bonds and other forms of long-term investment.” 
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Publi housing 


Ill. PUBLIC HOUSING AMENDMENTS 


Our position on public housing has always been clear. An increasing number 

public housing projects are unable to obtain tenants except by substantially 
nereasing their limits on family income for eligible occupants. The inerease 
in consumer incomes during the last 10 vears and the tremendous increase in the 
supply of new and used homes available at low cost have drastically diminished, 
f not eliminated entirely, the problem at which the original public housing 
program Was aimed. 

In the economic climate now prevailing, we believe a further Federal public 
housing program is unnecessary. We vigorously oppose the proposed program 
of 70,000 new public housing units in section 13 of S. 1800 Actually, this see 
tion would authorize approximately 87,000 or more new units because of the 
continuation for 1 year of the authority to place under contract the units au 
thorized for fiscal 1955 but which will remain without contracts. Together 
with the units authorized prior to fiscal 1955 which still remain to be con- 
structed, it may well be that more than 120,000 units of new public housing will 
be built or contracted for during the coming year. 

We are shocked also to see proposed the elimination of some of those pro 

isions of law expressly designed to assure the availability of public housing 
for families relocated from slums. Is it so difficult for a city to enact or en 
force a sound housing code and to provide a degree of self-help in planning 
and rehabilitation? Should cities be given preliminary loan contracts (which, 
in effect, commit future public housing funds) without proving their desire 
to help themselves? Should more public housing subsidies be given to cities 
which have already been given huge Federal redevelopment funds, unless these 
cities take steps to coordinate their planning and attack on slums? Should 
public housing be made available where there is no federally approved urban 
renewal program ? 

Certainly the answer to all of the above questions is an emphatic “No.” Yet, 
if the revised section 10 (i) as proposed in section 13 of 8. 1800 is approved, 
that will be precisely the result. 

urthermore, the Federal Government would no longer have the assurances of 
the local government that the number of public housing units requested is based 
on actual relocation requirements. The proposed amendments would substitute 
simply a local approval by resolution, thus placing the Federal Government back 
into a dependence upon local political stability. If the local government’s ap- 
proval is required by law (as it now is) to be tied down to a certification of 
need for a specific number of units for relocation purposes, there is far less like- 
lihood of a later change of mind by the locality. Moreover, the Federal Govern- 
ment has a concrete and responsible expression of need to guide it, one that 
accurately reflects the community’s view, and not that of a local housing au 
thority bureaucrat. We urge retention of the present law on this point. Its 
advantages in avoidance of involving housing in local political disputes should 
be helpful to all Members of Congress. 

In like manner, we feel that the Housing Act of 1954 was wholly correct in 
giving to the HHFA Administrator power to consider all sources of rehousing 
for families displaced from slums. Certainly if there are existing vacancies 
in public housing projects, he should be permitted to take them into account 
before approving more new public housing for such families. While it would 
be nice perhaps to reserve such vacancies for other than displaced slum fam 
ilies, the fact remains that the major justification for the whole Federal public 
housing program is to rehouse families from the slums. Quite properly, the 
provisions of the Housing Act of 1954 hewed closely to this objective. It should 
not now be abandoned. It would be ridiculous for the Government to be sub 
sidizing construction of new public housing for families that can be taken care 
of by existing units for which the United States is already heavily in debt. 

Two bills now before you, 8. 1412 and S. 1642, would legislate special provi- 
sions for public housing of elderly persons of low income. We fully reco«nize 
and are highly sympathetic with the problem giving rise to these proposals. In 
September 1953 our association magazine, the NAHB Correlator, devoted a 
special issue to Housing the Aging and again in December 1954 devoted articles 
to this subject. A reprint of the 1953 articles is attached to this statement. 

We believe it is unwise, however, for the Federal Government to assume the 
responsibility for providing special housing facilities and programs for a segment 
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our population based upon such a factor as age. The principle can too easily 
e used to provide support for special housing programs based on a Federal 

vernmental responsibility for other factors of life that have traditionally been 
the responsibility of local communities and individual families. 


P / hie wo} J ‘ 


IV. COMMUNITY FACILITIES AND COMMUNITY GROWTH 


The most serious problem affecting sound community expansion in this eown 
y is that of increasing lack of proper community facilities. As builders, we 
heing increasingly made aware of this problem. Moreover, we recognize 
solution or solutions will only come through a general understanding of 

of the problem. This association’s policy in the matter is as 


he pressure of increasing population—not new home building—makes in- 
evitable expansion of surburban communities. We face increasing shortages 
of land suitable for development, properly zoned and adequately served by 
facilities needed for modern living—good schools, sewer and water, roads, play 
areas—particularly for moderate priced housing needed for so many American 
families 

“We recognize the need for and will support sound planning, zoning and sub- 
division regulations. We urge on those responsible for preparing and administer- 
ing such regulations that they devise provisions related to the realities of pres- 
ent-day suburban development in order that all income levels of American fam- 
ilies may be properly housed. 

“This industry is keenly aware of the problems ahead, not only for builders 
but for communities and home-buying families. These are problems for all 
Americans everywhere. The builders of America pledge themselves to work in 
cooperation with all concerned individuals, community groups and local offi- 
cials—throughout the United States so that we may achieve for all the sound 
and balanced development which our communities must have.” 

We certainly support all sound Federal legislative proposals to aid communi- 
ties in the solution of their problems. 

The proposals contained in S. 1524, to authorize extension of credit to munici- 
palities and other political subdivisions of States to finance public works, is 
meritorious. We are frankly uncertain as to the extent to which this type of 
aid would help communities. 

In many cases the primary difficulty faced by counties and municipalities 
is that they are already loaned up to their legal limit. That being so, there 
would be no opportunity for them to issue securities or obligations or take loans, 
which efforts would be aided by this bill. However, it may well be that there 
are areas in which the debt limits do not preclude help under this proposal and 
for them we would certainly urge its passage. 

We would urge one amendment, that “smaller municipalities” in section 5 {c) 
of S. 1524 be defined to include communities with a population of less than 26,000. 
In our opinion, these are the communities, rather than just those of 10,000 pop- 
ulation or less, which are most in need of this community-facilities financing aid. 


Housing for elderly and single persons 


{NAHB Correlator, September 1953] 
HousING FOR THE AGING 
AN UNTAPPED, GROWING MARKET 


(Ralph J. Johnson, consultant on housing hygiene, U. 8. Public Health Service) 


One of the important new horizons for home building is housing designed 
especially for the aged. So far this sizable market is practically untouched. 
Some builders—especially in sunny climates—have been building small, easy- 
to-run homes for years on the general assumption that they would be attractive 
to retired couples. The realization is now spreading that, because of popula- 
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on changes and recent scientific knowledge, it is possible to go into building 
for this market with some definite facts at hand. 

The field is so new that experts in it admit that there is a lot yet to be learned. 
Architects and builders, as well as sanitary engineers and other public-health 
specialists, can point out areas where they can’t answer specific questions. 
But it’s worthwhile to look over what is known at this point. 

The changing population 

secause of the advances in medical science in this century, everybody can 
expect to live a good deal longer than his forefathers. Today there are about 
t times as many Americans past the age of 65 as there were in 1900, although 
the total population has only doubled in that time. The population figures 
show that the number of folks over 65 is increasing at the rate of 400,000 a 
ear, so that by 1°80 there may be over 22 million people past 65 as compared 
to over 12 million today. 


Where do they live? 


Interesting trends show up when actual figures are sought on where older 
persons live now. Surprising as it may seem, only about 5 percent live in 
institutions, hotels, or rooming houses. All of the rest live in households, which 
in this sense means a house, apartment, group of rooms, or a single room that 
constitutes separate living quarters. 

Four out of five living in households live with people related to them. The 
other 20 percent live alone or with nonrelatives. Three-fourths of the older 
persons, the figures show, live in their own households, either by owning or 
renting. About one-half of the aged are married and live with their spouses. 
About 11 percent live with relatives other than their spouses 

In 1950 the distribution of the size of the household by heads of families over 
65 years of age in nonfarm areas was estimated as follows by the Bureau of the 


(eustis : 


person 

persons 
persons 
persons 
persons 
persons 


or more persons 


By far the largest category, obviously, is the two-person grouping, which would 
indicate a market for a small home. This distribution of household size is 
significantly different from the population as a whole. 

National distribution 

The aged have been concentrating in urban areas, as is the case for the rest 
of the population. About two-fifths of the Nation’s aged live in New York, 
Pennsylvania, Illinois, Ohio, and California. Generally speaking, the New 
Mngland and Middle Western States have the highest percent of people age 65 
and over. For example, in Maine, New Hampshire, Vermont, Iowa, Missouri, 
and Kansas more than 10 percent of the people are 65 and over. Interestingly 
enough, Florida and California have 8.6 and 8.5 percent, respectively. In other 
States from 5 to 9 percent of the people are age 65 and over. 

Generally speaking, the aged tend to be more concentrated in the central part 
of the city than in the suburban fringe. Several scattered studies tend to show 
that the proportionate number of older persons is lower in the slums, but higher 
in the blighted, congested areas contiguous to the slums. This implies a good 
rehabilitation and modernization market in these areas, particularly in view of 
the high proportion of aged people who own their homes. 

Income and employment 

Approximately 10 percent of the individuals over 65 years of age in nonfarm 
areas had annual incomes over $5,000 per year in 1949. According to a sample 
tabulation of 1950 census data, the family income in nonfarm areas of the 
primary family or primary individual over 65 years of age was distributed as 
follows: 
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Less than $1,000__- 
$1,000 to $1,999 __- 
52,000 to $2,999 
83,000 to S3,990__ 
$4,000 to $4,999_ 
$5,000 to 

Over $7,000__ 


While this points up the severe income problem of the average aged person, it 
shows also that a substantial number of aged people can afford to buy a home. 


Housing 


About two-thirds of the heads of families over 65 in nonfarm areas own their 
homes, while only a little over half of a comparable group under 65 own their 
homes. Approximately one-fourth of the nonfarm dwellings owned and occu- 
pied by persons over 65 had a value greater than $10,000 in 1950 and about 40 
percent of these had a value exceeding $15,000. About 30 percent of nonfarm 
dwellings owned and occupied by the aged were valued at $6,000 to $10,000 in 
L950. 

Although there is no current national information on the proportion of mort- 
gage-free homes owned by the aged, it is reasonable to assume that many of 
the aged have at least a substantial equity in their homes. This highlights the 
opportunity to provide “trade-in” houses, especially in view of the fact that it has 
been said by many that the aged are “overhoused.” 

It has been estimated that only approximately 6 to 7 percent of families over 
65 in nonfarm areas that live in rented housing pay more than $75 per month 
rent. About 19 percent pay $30 to $39 per month; 15 percent pay $40 to $49 per 
month; 11 percent pay $50 to $59 per month; and 7 percent pay $60 to $74 per 
month. 

While about 25 percent of the above group over 65 pay more than $50 per 
month rent, approximately 36 percent of a comparable group under 65 pay more 
than $50 per month rent. Accordingly, even though most older people have low 
incomes, many who are renting have sufficient income to handle monthly carrying 
charges on low and moderate-priced new housing. 


DESIGN THE HOUSE TO FIT THE NEED 


(Ralph J. Johnson and Dr. Cletus L. Krag, Chief, Hygiene of Aging, United 
States Public Health Service) 


The construction of housing for the aged should not be difficult for the home 
builder. By and large, the items of design and location that are especially desir- 
able for the aged are also desirable in housing generally. However, not all of 
these items are usually included in the typical dwelling. 

Older persons as a group are no more homogeneous than any other age group. 
Their wants are not all the same and neither are their physical and emotional 
needs the same. Older persons have much more chronic illness, and more illness 
venerally, than the population as a whole. The design and location of the house 
should, therefore, be such as to conserve physical and emotional energy, facilitate 
productive work, and provide opportunity for recreation in the home. 

There is a great deal of discussion today concerning the wants of older persons 
with respect to their so-called living arrangements. Many argue in favor of a 
new home in a sunny climate, while others say that a modernized home in the 
familiar neighborhood is best. 

At a recent conference on housing for the aged at the University of Michigan, 
a case was made for practically all types of living arrangements from the individ- 
ual dwelling to the “modified duplex” and apartment. The modified duplex, which 
allows the older couple to live next to, but private from and to a varying exent 
independent of, the young family has interesting possibilities. 

A study of 50 couples between the ages of 65 and 74 in Kansas reyealed that 
they wanted housing near their work and within easy walking distance of public 
facilities including transportation. In this connection, a British study of almost 
a thousand people over age 60 showed that about one-third either had some diffi- 
culty with or could not walk a half mile. 
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Nite selection 

Since it becomes increasingly more difficult to get around as a person ages, 
it is important for the home to be near public transportation, drug and grocery 
stores, places of worship, and recreation centers. Of course, the dwelling should 
be located where public water and sewer systems, gas, electricity, paved streets, 
and sidewalks are available. Perhaps the most practical way of fulfilling these 
requirements is to build on vacant lots in the built-up portion of the city, or near 
modern shopping centers in outlying areas. 

rhe lot should be reasonably level and easy to maintain with the minimum 
number of outside steps from the level of the sidewalk to the house. This is par- 
ticularly important in areas that have freezing weather. In the interest of easy 
maintenance, the lot should be small, but still large enough to provide adequate 
space for a vegetable and flower garden. 

rhe decreased ease of movement and impaired sight and hearing of older per- 
sons lends special importance to the location of the lot with respect to traflic 
hazards. Ideally, the lot should be located on a residential street that has low 
traffic density, but within a block or two of public transportation. Housing for 
the aged should not be located so that it is necessary to cross main thoroughfares 
on routine shopping trips. 

It has been well said that aged people wish to see an occasional baby buggy 
instead of the hearse carrying away old friends. For example, a recent study 
revealed that about 2 out of 3 older people preferred to live in a mixed age group 
neighborhood. 

Design 

Standards of design of housing for the aged are not well established. However, 
the fundamental principles underlying the design of safe and healthful housing 
for all age groups can be applied and modified to suit the needs of oldsters. 

\ one-story house is generally preferable for older people. It should be big 
enough to suit their needs, but not so large as to be a burden. One group of 
experts recently agreed that about 700 square feet was the minimum desirable 
size house for an aged couple. This includes storage space, utility room, and 
all living space, but excludes garage, outdoor storage space, and porches. How- 
ever, an 800- or 900-square-foot house might better serve their needs. A screened 
porch is desirable in most climates. 

Doors should be 36 inches wide to accommodate a wheelchair, and the hallway 
to the master bedroom should allow the passage of a stretcher. Slight differences 
in elevation, like thresholds or the step-up and step-down design, should be 
avoided. 

Windows should be large enough, say, 10 to 15 percent of the floor area, to give 
good light during the day. Window sills should be at least 30 inches high. The 
lighting system should be designed to provide 6 to 10 foot-candles or more over 
thet entire floor and 20 to 30 foot-candles or more over areas used for reading or 
close work. More intense lighting for stairways is recommended with light 
switches at the top and bottom of the stairway. Wall-type light fixtures, acces- 
sible without climbing, are desirable. 

The need for adequate storage space to keep beloved possessions that have 
been acquired over the years cannot be overlooked. Kitchen equipment and 
storage facilities should be designed to minimize walking, stooping, bending, 
reaching, lifting, and climbing. In this respect, the heart kitchen sponsored 
by the American Heart .Association, is cited. Construction, materials, and 
design details should be such as to simplify cleaning and maintenance opera- 
tions. Cracks and crevices, which are insect harbors, should be avoided. If 
cost is not a dominant item, garbage grinders, which save steps, may be installed. 
Since the sense of smell in older persons may be impaired, gas appliances should 
be approved by the American Gas Association and vented to the outside air. 

If stairways are unavoidable, the slope should be between 30 and 36 degrees. 
Risers should probably not exceed 7 inches, although practically no research data 
on this item are available. Handrails should be used on all stairways with the 
top of the handrail about 31 inches above the tread at the edge of the riser. 
Other rails or parapets should be about 42 inches high. 

Tub and shower bottoms should be of nonslip design. Grab bars at two 
elevations are needed to prevent falls and to assist climbing in and out of the 
tub. Consideration should be given the square tub which provides seat space 
convenient for soaking feet or taking a sponge bath. 
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Since many aged persons are less active and have an impaired heat-regulating 
mechanism, the heating system should have the capacity to provide air tem- 
peratures 5 to 10 degrees higher than usual. An even distribution of temperature 
from floor to ceiling is desirable. Baseboard or perimeter heating tends to pro- 
vide less variation in temperature from floor to ceiling without the potential 
hazard of exposure to higher floor temperatures which may cause congestion 
of blood in the feet and legs. A thermostat is desirable and of course the heat 
ing plant should be of such design, and use such fuel as to require a minimum 
amount of physical labor in its operation. 

The house should be well insulated to increase the mean radiant tempera- 
ture in winter and be cooler in summer. One bedroom and at least a half 
bath should be on the first floor. This bedroom may be thought of as a “day” 
or “sickroom.” It should be adjacent to the bathroom and oriented to allow 
penetration of sunlight throughout a good part of the day. The room should 
be designed so that a person in bed may look through a large window on the 
passing scene or a pleasant view. 

In 1949, home accidents accounted for more than 17,000 deaths among per- 
sons aged 65 and over. Falls accounted for more than half of these fatal 
accidents. The bedroom was the principle site of falls. Accidents in bed- 
rooms can be reduced by designing the room so that it is possible to have a 
clear path from the bed to the door. A light switch that can be reached from 
the bed is important. At least one bedroom should be oriented to the pre- 
vailing summer breeze, and the tops of windows located within about 6 inches 
of the ceiling so that summer cooling will be facilitated. In hot or humid 
climates exhaust fans or their equivalent are desirable. 

Vinor details important 

The importance of minor details should be emphasized. For example, lever 
door handles curved back toward the door to avoid snagging are more easily 
manipulated than round, smooth knobs. Windows that can be washed on 
both sides from within the house are work savers and tend to prevent acci- 
dents. A storage closet in the bathroom and quiet plumbing equipment are 
desirable. It is helpful to have the wash basin within reach of a person seated 
on the toilet. . Electric outlets can be raised to reduce bending and a good 
light over the medicine cabinet may prevent a fatal mistake by a person with 
failing vision. 

For many aged people who are still active, an area for productive work or 
a hobby within the dwelling is quite important from a mental point of view. 
For example, a second bedroom may be used both as a workshop and as aux- 
iliary sleeping quarters, if forethought is given to the design. 

Many aged couples have low incomes and have more difficulty obtaining a 
long-term mortgage. -Aged persons, like people of all ages, desire a degree 
of independence, a feeling of security, and to be wanted and useful. The modi- 
fied duplex providing a room and half bath attached to the main house may 
help to fulfill these requirements for some people. 

As builders know, a room may be added to a house at the time of construction 
without proportionately increasing the cost of the dwelling. If this room con- 
tains a half bath, has an outside entrance, a pleasant view and an interior door 
connecting with the main house, it may very well provide a satisfactory place 
to live for an aged person or couple related to the younger family. 

Since such a room would be used for living as well as sleeping purposes, it 
should be ahout 180 to 200 square feet in size. Double doors between this room 
and the main house can provide additional privacy. In some areas, a separate 
outside entrance may require a special zoning permit, especially if any cooking 
facilities are installed in the added room. The cost of this room and half bath, 
when added to the long-term mortgage of the primary house, may be as low as 
from $8 to $15 per month. 

secause of its economy, and because it gives the older members of the family 
privacy and independence without isolation, many consider this a practical 
solution to a part of the problem of housing older people. 

Remodeling 

\ large market exists for remodeling the 30- to 50-year-old-houses which many 
older persons own and live in. For example, the heating plant can be modernized 
to require a minimum of physical labor in its operation, and automatic controls 
ean be installed. 

A half bath or bath can be installed on the first floor, railings can be placed 
on inside and outside stairs; the house can be insulated, the kitchen modernized, 
and wiring installed to handle present-day loads. 
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In some cases, the foundation may need reconditioning, the masonry pointed 
up, or boards replaced. Railings should be placed around porches, and wooden 
porches and stairs should be checked for deterioration. It is especially im 
portant to replace unvented gas appliances with AGA approved equipment vented 
to the eutside air. If these basic improvements or changes are made, the older 
home will be safer, more healthful, and much less a burden. 


FINANCING HOMES FOR OLDER BUYERS 


Norman Strunk, Executive vice president, United States Savings and Loan League 

Discovering at the outset of my study of this question a virtual absence of 
specific information on the policy and practices of lending institutions relative 
to financing homes for aged families, resources of the United States Savings and 
Loan League were used to survey a number of member savings and loan associa- 
tions on this question. Also queried were a number of insurance companies and 
it was found that their policies were roughly the same as those of savings and 
loan associations, except that they are not so flexible in their approach to prob 
lem or borderline cases. 

The survey disclosed that only about 5 percent of the current lending volume 
of savings and loan associations is in loans to borrowers who are 60 years of age 
or more, and only 2 or 8 percent of loans are being made to borrowers of 65 or 
over. However, a number of member institutions have a much larger percentage 
of their business in loans to older families. This is particularly true of institu- 
tions in warmer climates, such as Florida and California. 

One important fact should be emphasized. Not one of the institutions sur- 
veyed indicated that the borrowers in higher age classifications are automatically 
refused loans for the acquisition of homes by reason of their age. As to broad 
generalizations on the policies of mortgage lending institutions in the making of 
loans to aged families, particularly savings and loan associations, the following 
may be offered: 

1. The lending institution will make the loan if they can see reasonable pros- 
pects of the loan being paid off (a) preferably by regular amortization out of the 
income of the borrower or his family or ()) by the pledge of life insurance or 
(c) the funds of someone else who might be willing to cosign the note. 

2. Loans made to aged families are generally more conservative loans in terms 
of percentage of loan to value of the property, and the percentage of the income 
of the borrower required to meet the loan payments. The percentage of the loan 
to value in the case of older families is typically lower, because the physical 
security protecting the loan tends to be more important than the personal credit 
of the borrower. 

Lending institutions like to see a somewhat lower percentage of the borrower's 
total income pledged to the loan payment than in the case of younger families, 
because there is greater possibility of sickness taking a substantial portion of 
the family’s income. There is, of course, less possibility of increases in the bor- 
rower’s income than in the case of younger families. 

3. While there is no hard and fast rule on the part of most lending institu- 
tions, the bulk of them generally like to have the loan payment schedules worked 
out so that the loan will be amortized or paid off by the time the head of the 
family reaches age 70. If the loan payments must stretch beyond that age of 
the borrower, lenders will look for some other source of funds to retire the loan, 
either a pledge of life insurance or the signature of someone else. 

Very few lending institutions have and firm requirements for the pledging of 
life insurance to secure a loan to the borrower of advanced age. This does not 
mean, of course, that life insurance for the borrower, whatever his age, is not 
regarded favorably by the lender. Depending upon circumstances, if life in- 
surance is available and it appears otherwise to be desirable, the lender may ask 
for an assignment of a life insurance policy to secure all or part of the loan. 
If life insurance is not available, lenders find it almost impossible to require 
borrowers to take it out. 

Thirty-seven percent of the savings and loan associations in the survey group 
indicated that it is not their ordinary practice to require some other member of 
the family to cosign the note in the case of borrowers ago 60 or more, but with 
our institutions practice depends in great part upon the age of the borrower on 
the date of final payment of the loan. If that age may extend beyond 70, and 
in some cases 65, they will ask for a family cosigner. 

In the case of our savings and loan associations, slightly more than half of 
them report that they do not, as a general rule, require larger downpayments 
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in the case of older borrowers. One-fourth say that as an established policy 
their terms for the older borrower are not essentially different than those for the 
younger applicants. 

One in every seven reported that their practice was to limit loan terms to 
from 10 to 12 years for borrowers over 60; 20 percent say that they try to keep 
the maximum loan term to 10 years. On the other hand, several associations 
have a maximum loan term as high as 15 years for borrowers of 60 years of age. 

In summary, it might be said that the housing problem of the aged families 
is no more difficult in its major aspects than the housing problems of families 
of any age. For any family, the purchase of a home requires money for a down 
payment which, in turn, requires either thrift and frugality on the part of the 
family, or cash put up by someone else. It further requires an income sufficient 
to meet the mortgage payments and a good credit history. 

The older family has had a longer opportunity to save for a downpayment 
and there is no problem in securing a credit history. Older people either have 
good credit, or they have established themselves as being poor credit risks. 

The major problem of the older family is in connection with income; the 
annuities and pensions upon which so many have depended during their twilight 
years have been severely affected by inflation. To the extent that the forces 
of inflation can be arrested and stability brought to the dollar by wise Federal 
fiscal policies, it should not be difficult for an aged family to buy a home and 
secure a mortgage loan to pay for a substantial portion of it, provided the 
family is in good health and has been frugal and careful with its money. 


Editor’s note 


Facts and figures provided by Malcolm George of the Washington office of 
Social Security Administration point out that the old-age and survivors insur- 
ance program contributes in good measure today to the financial status of the 
aging. In most cases, benefits under this program are sufficient to give a real 
incentive to the aging worker to make provision for a comfortable old age, 
through the acquisition of real estate, insurance, savings, etc. Knowledge that 
a certain amount of cash will be coming in monthly after age 65 encourages 
a couple to endeavor to have a home paid for before retirement. 

According to the most recent survey statistics (1951), there are approximately 
813,000 retired couples in the United States receiving monthly checks from the 
Social Security Administration, in amounts ranging from $37.50 to $127.50 per 
couple, where the wife is also over 65. In addition, it was found that 87.2 per- 
cent of those drawing benefits throughout 1951 had income other than their 
social security, the average being about $532 per year. 


Min ority housing 


Supp EMENTARY STATEMENT OF NATIONAL ASSOCTATION OF HOME BUILDERS 


The home-building industry is deeply sympathetic with minority famlies 
and their need for adequate, sound, and comfortable housing. We do, however, 
ask for understanding of the problems of our industrv which make most diffi- 
cult the building of homes available for minority families. 

Home builders must operate in the market place under conditions which are 
completely beyond their control. The conditions in the home-building market 
place across this country, as they relate to housing for minority families, arise 
from a deep-seated emotional conviction in the minds of people who make up the 
home-buying market. This emotional conviction, held by so many of the Ameri- 
can people, cannot be changed overnight by legislative process, administrative 
directive or any industry. We hope that one day this attitude will have disap- 
neared through education, understanding, and tolerance. Those who insist that 
housing for minority families must immediately be on a nonsegregated basis 
completely ignore this basic fact, i. e., the condition in the market place—a 
market place made up of people. 

We as home builders recognize the large potential which lies in the field of 
minority housing. We ask, however, that all people, hoth in and out of Gov- 
ernment, recognize that there is no “pat answer” to the serious problems in- 
volved. 

We as home builders are dedicated to the task of doing everything possible to 
build good, sound housing for all people within this country, but such housing 
must he fitted into the conditions of the housing market—conditions which arise 


from the attitudes and feelings of people and which are completely beyond the 
eontrol of our industry. 
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('ollege housing 


THE StaTe BOARD oF AGRICULTURE OF COLORADO, 
Fort Collins, Colo., May 12, 1955. 
Senator GoRDON ALLOTT, 
Senate Office Building, Washington, D. C. 


DEAR SENATOR ALLOTT: During the last 3 years the State board of agriculture 
has dealt with the usual problems that confront the governing board of an in- 
stitution that has a physical plant designed for 3,000 students but is now han- 
dling 4,000. At the same time the board has been seeking ways to finance the 
expansion of classroom, laboratory and housing facilities for an additional 
4,000 students. 

This is no ordinary problem for us. In the next dozen years we must somehow 
construct more facilities on this campus than have been built in the previous 
85 years of the college’s history. If we do less than this we fail as a board in 
meeting the obligation we owe to the rising tide of young people who simply 
must not be denied the opportunity for technical training of the kind this insti- 
tution is designed to give. 

In the meeting of the State board of agriculture held yesterday, all eight 
nembers discussed at length the proposal now under consideration by the Senate 
Committee on Banking and Currency for amendment of the Housing Act of 
1950, relating to housing for educational institutions. This bill, S. 1744, was 
introduced by Senator Fulbright. Knowing of your interest in legislation of 
this kind, I assume that you are familiar with the terms of this proposal and 
will not take up your time in reciting how this legislation will enable colleges 
to construct student housing on a basis they can afford and yet ask for no net 
subsidy from the Federal Government. 

My purpose in writing you is to report the board’s unanimous action instruct- 
ing me to solicit on behalf of the board your assistance in obtaining favorable 
action by the Congress on this piece of legislation. 

The next meeting of the board is scheduled for June 17. On that date I should 
like to give the full membership a report on where this matter stands. It would 
be appreciated if I might hear from you by that time. 

A letter similar to this is being sent to Senator Millikin. In addition, I am 
sending copies of this communication to each member of the Colorado delegation 
in the House so that they may know our views well in advance of the time when 
this bill may be considered by that body. 

Sincerely, 
WARREN Monrort, President. 


UNIVERSITY OF MINNESOTA, 
Minneapolis 14, May 16, 1955. 


Hon. J. W. FULBRIGHT, 
Senate Office Building, Washington, D. C. 

DeAR SENATOR FULBRIGHT: At the recent meeting of the National Association 
of State Universities, held in New York, and at a meeting 2 days before of the 
American Council on Education committee on relationships of higher education 
to the Federal Government, the warmest appreciation was expressed for your 
introduction, with Senator Sparkman, of Senate bill 1744 which would amend 
the college housing loans section of the Housing Act of 1950. 

This problem of housing against the oncoming floodtide of increased enroll- 
ments has all of us responsible for university administration literally worried 
to death. The college housing-loan program has been a help although with 
certain handicaps which your bill would assist to remove and we are very grate- 
ful for your leadership in the matter and hopeful, indeed, that the bill will re- 
ceive congressional approval. 

It was the feeling in both groups that the bill might have better success and 
be actually more useful in the context which you intend if the loans were to 
be confined to housing and related food service facilities and equipment rather 
than to broaden it quite so widely as proposed. You, of course, will be the bet- 
ter judge of all that. 

With appreciation, and the renewal of my personal regard, 

Cordially, 
J. L. Morriiy, President. 
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CENTRAL COLLEGE, 
Pella, Iowa, May 13, 1955 
Hon. J. W. FULBRIGHT, 
United States Senate, Washington, D. C. 

DeAR SENATOR FULBRIGHT: I have just received a copy of the Congressional] 
Record which contains the amendment of Housing Act of 1950, relating to hous- 
ing for educational institutions, which you and Senator Sparkman introduced 
as bill S. 1744. 

I deeply appreciate your concern and your thoughtfulness, and the comments 
which you make on the bill are most appropriate and especially your reply to the 
recommendation of the Hoover Commission. 

The need for Federal funds for housing for educational institutions is as urgent 
as ever and more so. With enlarged enrollments, staring us in the face for 
the next 10 to 15 years, there will be a real question as to where we can find 
money for building residences to accommodate the students who will be want- 
ing an education. There is nothing more important that a Nation does than edu- 
cating its youth. 

I sincerely hope that the act will be passed by both Houses and signed by 
the President. 

Cordially yours, 
G. T. VAnbER Luert, President. 


BOWLING GREEN STATE UNIVERSITY, 
Bowling Green, Ohio, May 13, 1955. 
Hon. J. W. FULBRIGHT, 
United States Senate, Senate Office Building, 
Washington 25, D. C. 

DEAR SENATOR FULBRIGHT: Your continuing service to higher education in the 
United States is demonstrated once again by the soundness of your proposed bill 
to amend the College Housing Act of 1950. 

I know I am speaking not only for myself but for the members of the Ohio 
College Association and also for the aecredited colleges and universities of Ohio 
when I express my appreciation for the splendid leadership you are taking in 
matters of such vital importance to the institutions of higher education. I 
sincerely hope that your bill may be favorably passed by the Congress. 

Sincerely yours, 
RALPH W. McDONALD, 
Chairman, Committee on Educational Legislation, 
Ohio College Association. 


UNIVERSITY OF PENNSYLVANIA, 
Philadelphia, May 13, 1955. 
Re College Housing Amendments of 1955 (S. 1744) 
Hon. J. W. FULBRIGHT, 
Senate Office Building, 
Washington 25, D.C. 


Dear SENATOR FULBRIGHT: As one who is very familiar with the financial 
problems of universities and colleges throughout our country, I write you urging 
favorable consideration of a bill introduced by Senator Fulbright, i. e., College 
Housing Amendments of 1955 (S. 1744). 

There is no doubt in my mind that if financial assistance, such as proposed in 
the above bill, is not forthcoming, colleges and universities of this country will 
be completely incapable of providing the necessary facilities for students who 
wish to obtain a college education during the next 15 years. The only alternative 
is for these eleemosynary institutions to increase their charges to students to 
such a point that a large majority of them would not be financially able to obtain 
this education. 

It is a most serious and pressing problem and it is definitely known that, as 
a result of the actual number of children now in elementary and high schools, 
the increase in demands upon institutions for teaching of higher education will 
become a material fact as these children reach college age. These institutions 
are doing everything in their power to operate economically and to raise funds 
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from private benefactors and industry ; however, such additional funds will be 
but a small portion of those required. 
I sincerely hope you will do everything possible to assist in the passage of the 
ibove mentioned bill. 
Sincerely, 
Henry R. PEMBERTON, 
Financial Vice President. 


—_——— 


Housing tor é lde / ly and single pe PSONS 


OLp AGE ASSISTANCE UNION OF ILLINOIS, 
Chicago, Ill., May 14, 1955. 
Hon, Jobn J. Sparkman, 
Chairman, Housing Subcommittee of the Senate Banking and Currency 
Committee, Senate Office Building, Washington, D.C. 

Dear Mr. SPARKMAN: It is impossible for the Old Age Assistance Union of 
Illinois to have a representative appear before your subcommittee in its hearings 
on the general question of housing and on the various bills which have been 
introduced relating to housing. 

Our union and its membership and the elderly people who have limited incomes 
are most decidedly interested in public housing; its increase and also in there 
being some adaptation in some of such housing to meet the requirements of 
elderly people. Consequently, we are submitting a statement, together with this 
letter, and ask that the statement be made a part of the record and proceedings 
to your committee. 

Respectfully yours, WARREN Lamson, President. 


STATEMENT OF THE OLD AGE ASSISTANCE UNTON oF ILLINOIS 


The need for more low-cost housing is evident every time one of our elderly 
persons must move regardless of whether it is merely a sleeping room or a flat 
or building that is desired. 

Movability is so restricted that it is extremely difficult for elderly persons with 
limited incomes—whether dependent upon public assistance, old-age survivors 
nsurance benefits, or other forms of pensions, savings, ete., find it hard to 
secure clean, comfortable, decent living quarters. 

It is indeed partly a result of this difficulty that every fire in the firetraps of 
slum areas of Chicago and other big cities burns up a large number of elderly 
single men; for even public low-cost housing, at this time makes no provision 
for single persons. It might be well to note that in the latter days of life many 
old men and women have lost their spouses and so are single. 

It is said that about 25 percent of the inmates of the Nation’s mental institu- 
tions are elderly persons who are there solely because they are old. In Iillinois 
we know this to be true. Our union has attended commitment proceedings; in 
some cases the persons were committed with the understanding that they would 
be immediately released as soon as living quarters were found for them. 

We have not examined all of the bills which will be before your subcommittee, 
but we have examined H.R. 3919, introduced by Barratt O’Hara in the House of 
Representatives. We feel that this is a good bill in that it provides for adapta- 
tion to meet the particular requirements of elderly and infirm people, in the 
amount of 250,000 housing units in the next 5 years. 

Very likely there is a companion bill before you that has been introduced in 
the Senate. 

We believe that some such provision should be made and our elderly people 
of small income should not just be pushed—by circumstances—into housing not 
wanted by others—which in most cases costs very much for the poorest 
accommodations. 

May we also add that there is needed something in the nature of Covernment 
and State operated nursing and convalescent homes. At present there is no 
such thing as a home for aged who are infirm, in need of special care etc., except 
those operating for profit—which are anything but desirable, and those operated 
by religious or notional societies which in most cases require payments which 
hundreds of thousands are not able to make. 

The above item may not fall within the jurisdiction of your subcommittee but 
is nevertheless a burning need. 

Respectfully yours, WARREN LAMSON. 
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Housing for é ldeé rly and single persons 


STATEMENT OF Mrs. JENCY PRICE HOUSER, NATIONAL ORGANIZER, HOUSING Yor 


SINGLE PERSONS 


Mr. Chairman, my name is Jency Price Houser, national organizer and spokes- 
man for the Cause of Housing Designed for Permanent Occupancy by Single 
Persons, including Residence-at-Ease Association, and its technical advisory 
staff. 

During the past 8 years we have been active in the development of a mutual! 
self-help housing program on a national basis for the purpose of obtaining hous- 
ing designed for permanent occupancy by single persons. 

Now, we have come back to Congress for special assistance and guidance after 
having initiated and sponsored in 1950 the passage of paragraph (g) of section 
213 of the 1950 act and after having presented a statement to you on March 16, 
1954, which was published in the 1954 records of both the Senate and House of 
Representatives. 

Our plan is not to have assistance doled out but to enable single persons to 
provide for their own housing needs in a way that would allow them to live on 
a more practical and harmonious basis. The single persons we represent are 
not asking for charity, but a chance—an opportunity to help themselves. 

We wish to support the housing bills of 1955, which are S. 1800 and H. R. 5827 
and request that paragraph (g) of section 213 of the National Housing Act of 
1950 be set apart and expanded so as to occupy its own natural place in the Hous 
ing Act, and that Congress encourage, recognize, aid, and protect this program 
by establishing a special national revolving loan fund. The National Housing 
Act supports construction of homes for families and apartment houses large 
enough for family units, but there has been very little provision made for the 
single person. There is a definite need for housing for people who want neither 
the high cost of living in a hotel nor the excess space of the normal unfurnished 
apartment. The single persons we represent are willing to help themselves if 
they just get a little assistance from the Congress. 

Because of the newness of our program and because the single persons we 
represent are mostly women, many of them beyond 50 years of age, financiers 
hesitate to support it, and therefore, the single persons themselves are afraid to 
advance capital. 

We hold that Congress should therefore encourage this program through a 
special revolving loan trust. 

The granting of a trust loan would endorse the merit of our program and 
thereby open the way for the investment of private capital through the same 
type of guarantee as has been so successfully used in the mortgage-insurance 
system of the Federal Housing Administration. The trust should also be so de- 
signed as to make this program self-sustaining, with (a) adequate protection 
to the Government by a specific insurance fund reserve, and (b) by additional 
protection against possible losses, in the form of a cushion of private capital 
supplied by the borrowers themselves through the purchase of units in the trust 
The Government should take such action as would encourage private individuals 
to lend the initial capital of up to $10 million necessary for a start. Should the 
money be loaned by the Government, it could be retired, dollar for dollar, as 
additional private share capital was paid in. (This private share capital could 
be supplied by single persons, as well as other lenders, including States or 
municipalities. ) 

So far as we know, ours is the only organization devoting itself to the program 
called for in paragraph (g) of section 213 of the National Housing Act of 1950. 
and we have been making strenuous efforts against heavy odds for the past 8 
vears to carry forward with this program which is so much needed by so many 
persons. 

Single business, professional and retired women want and need some type of 
rental housing—similar to the Young Women’s Christian Association, whereby 
properties are held in trust by trustees. These women should not be expected 
to become financial experts in order that they may have a permanent place to 
reside. Yet, they are practically forced by the very nature of the housing laws 
today either to become financial wizards or to give up any hope of obtaining 
accommodation other than what they would not choose except under stress of 
circumstances. 

The citizens for whom we are working are past college age where they might 
have time to specialize in the financial field. Many are women who have majored 
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other fields like teaching or secretarial work. Many are widows. Few 
of these specialized in corporation law and laws governing securities. Thus, 
n order to get housing for which they can afford to pay, they must blindly 
dvance money without having real assurance of its safety through their own 
echnical precautions. This makes them so hesitant in moving towards a self- 
elp project that those technical people who are able and willing to do the 
work involved, find themselves ill-supported financially, and the would-be bene- 
ticiaries find themselves assailed by doubts and fears—all tending to slow down 
progress. 

The time has arrived, in our opinion, for single veterans of World War I (they 
are now nearing retirement age), colleges needing housing for their single 
teachers and students; and our single senior citizens in this country to be united 
for purposes of financing self-help housing for single people. This should take 

ire of three needs at once; the union of which would add support to all. 

The revolving trust loan arrangement for which we are appealing would solve 
this problem because a “beneficiary” of a trust has no age; he may reasonably 
be replaced a number of times. 

Because mortgages of almost any type are amortized over a period of from 
) to 40 years, insurance and other lending institutions have in the past more or 
ess looked down on or discredited women who are middle-aged or over because 
they think they are poor credit risks. Among other things, they feel that single 
ersons are too old to be safe credit risks and will not live long enough to pay 

ff mortgages. We found this great obstacle in the minds of prospective spon- 
sors, as well as of some Government officials one of the most difficult hurdles for 
s to get over. 

According to our national survey this need for suitable housing for single 
persons has been going on and has been evident for at least 50 years in this 
Nation which is the greatest and most humanitarian of all nations! 

All over the country there are single women eager to participate in a mutual 
self-help housing program. To us, it seems merely human to try and relieve 
the situation and many single persons have joined with us to help with the 
organizational and research work entailed in connection with this blind spot. 
These single women are surely entitled to just an opportunity or a chance to 
occupy suitable housing (a permanent home). 

This field is new, different, and does not elbow any other housing plans or 
sroups. Our program is not designed to compete but rather to add to the mo- 
mentum of better housing for America. It caters to a group that have never 
heretofore been aided or defended in this field. It gives them their first reat 
chance to obtain, on a self-help basis, their own specialized housing. It carries 
with it the atmosphere of pure Americanism, It carries with it opportunity for 
all whe aid the program. It is an opportunity better than “windfall profits,” be- 
cause it is constructive, lucrative, and fair to everyone, offering standard fees 
on the selling or leasing of real estate, on architecture, engineering, construc- 
tion, financing and all the other work necessary to complete any such project. 

There is another point: We see this movement proving to be a preventive 

rogram in that it will provide housing for some who might otherwise become 
wards of their respective States. We feel that, because of this fact, alone, 
every State should be anxious to help put it into motion. In time, the success- 
fnl installation of this program would actually save State funds—to say nothing 
of the saving of the peace of mind of worthwhile citizens. It is trite, but a fact 
that an ounce of prevention in this case can be worth a pound of cure. The 
Governor of New York State only recently asked for a bond issue of $500 million 
to be spent for the aid of the mentally deficient, many of whom could have been 
prevented from being so classified (and strictly speaking are barely so) if they 
had been given earlier an opportunity through self-help housing to have a place 
of their own and not be pushed around so distressingly. 

This is a plan to meet new needs, in the same way as the return of a large 
number of veterans from the First World War presented a new social problem 
to the Nation and led to the present highly developed DAV Association and 
Veterans’ Administration. (Had we not had war, there would likely not be 
so Many single women.) We believe that these women who are alone deserve 
consideration similar to that given the veterans in the housing field. 

We propose that accommodation be such that even though the tenancy is 
limited to one room, each tenant will be, to a large extent, her own landlord 
and so can experience the satisfaction that goes with such independence.’ 
Privacy and undisputed possession will be deeply appreciated by the tenants 
and do much to lessen the strain which, in later life, might lead to the possi- 
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bility of becoming wards of the State. This natural relaxing of tension will be 
further enhanced by the knowledge that companionship whenever desired, can 
be otained by little more than pushing a button on the same floor. 

Features of living under our plan will tend toward eliminating the nervous 
apprehension common to many single people with no prospect of a permanent 
home, because the understanding is that a tenant can stay on longer than is 
often the case now. There will be a healthful sense of security in being sure of 
one’s own place permanently, even in old age. There will also be the psychologi- 
cal factor of living with people who know the situation and have, or expect to 
have, to meet such situations themselves sooner or later; there is the safety of 
company for person and property, yet privacy in living, as well as the oppor- 
tunity of going and coming as one likes, with the same freedom as in a family 
Moreover, club facilities for recreation and other purposes could be arranged 
by the tenants, which is a well-recognized preventive of so-called old-age com- 
plaints. In a word, ours is a preventive program and not merely a curative 
program. 

It was both heartening yet discouraging to us to read the publication entitled 
“Standards of Design—Housing for the Elderly,” published by the Massachu- 
setts State Housing Board. The heartening lies in the fact that the State of 
Massachusetts realizes that older single persons do need housing. The dis- 
couraging part is that the group between the ages of 30 and 65 are again for 
gotten or left out. A letter accompanying that publication and signed by 
Harland A. MePhetres, director of the commonwealth, points out that only in 
cases where a qualified veteran is not available is it permissible to house aged 
couples or aged individuals in State-aided projects. 

Mr. McPhetres goes on to state that the Bromley Park project, which is 
federally aided and under the jurisdiction of the Boston Housing Authority, 
does not allow the entrance of “single individuals living alone.” He said that 
he understands that legislation is before the present Congress to permit single 
aged individuals to occupy one-bedroom units in such projects. Again, we ask, 
what about the single individuals living alone—between the ages of 30 and 65? 

From records of requests of rooms, we believe that there are about 20,000 
single women seeking housing for each million of the hundred million adult 
population. The experience of our Organization in Washington, D. C., indicates 
that there are about 10,000 in that city; in Detroit there are about 6,000 and 
in Chieago 10,000. If to this information is added that of special studies about 
the aged population obtainable through clubs and societies, and (most accurate 
of all) through the insurance companies’ statistics (there are 7,500,000 widows 
in the United States according to the Metropolitan Life Insurance Co.), we 
have a very conservative and factual estimate of 2 million single women in 
America who need housing and would avail themselves of the privilege of better 
housing, should they be given a fair opportunity to acquire it. 

There are just over 400 congressional districts in the United States, therefore, 
averaging 1 project for each congressional district, with a few over. Is it really 
too much to expect each member of Congress to encourage proper housing for 
200 out of the 5,000 of his constitnents who need it? In fact, if he did so, this 
would be housing only about 200 people out of each 400,000 in population, totaling 
80,000 out of 160 million inhabitants. (Since Congress is so evenly divided 
between the two parties, this distribution is moreover distinctly nonpartisan.) 

This challenging housing need of single people has been curiously omitted from 
housing debates. We have no doubt at all that there should be housing specially 
designed for those having passed the age of 30, and so designed that the tenant 
may expect to continue living there in old age. There are definitely points where 
housing designed for single people must differ from other housing designed for 
families, and we have spent time, energy, thought, and money in developing a 
model design to meet the needs of such people. 

The research to date pertaining to materials, techniques, design, decoration, 
and a mutual form of organization should all tend to make the national model 
not only a building in which to live, but a support of the cause which would 
also encourage and aid indirectly all single persons as well as 80,000 directly. 
Though much of the value of such aid and assistance is intangible, giving en- 
couragement, hope and a spirit of security to deserving citizens; there is a 
definite savings, through mutual self-help, which could hardly be less than one 
dollar a year for an estimated 2 million persons through economic parity, and 
$1 a month for the 80,000 benefiting directly. 

We call attention to the fact that to petition for what one needs and desires 
is one of the most patriotic ways we Americans have of obtaining it. We under- 
stand that Members of Congress appreciate such expression from the citizens. 
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We too have made use of this system, in our endeavors, to be properly informed 
ind guided by single persons needing housing. 

Our cause, though hidden in our hearts for many years, began in Detroit, 
Mich. The first preorganizational meeting of the movement was held in 1947 
and the Residence At Ease Association was incorporated on January 9, 1948. 
The association was incorporated as a nonprofit membership association or- 
ganized to study, conduct research, and make surveys with the object in view of 
»btaining residence facilities for professional, business, and retired women. 

We have persevered during the past years, supported by the motto that “In 
God We Trust.” We have tried always to follow the law to the best of our 
knowledge, and in times of test we have faced all issues. 

We are unequivocally justified, from every standpoint, in pushing forward this 
good work in view of the encouragement we have received from single persons 
who need housing, as well as from many officials, and civic and religious leaders 
of which the following quotations give some evidence: 

“The housing need in Detroit, in the eyes of Detroiters, is the city’s most 
important single problem, according to a public opinion survey conducted by a 
Wayne University research team.”—Journal of Housing. 

“T have read with interest your document on Housing for Single Women. 

“The problem with which you are dealing is an important one which fully 
justifies the effort you are making with respect to it. While it is not directly 
related to urban renewal and, therefore, is of no primary concern of our 
administration, it does fit into an overall housing program and presents one of 
the problems to which we must address ourselves.’”—J. W. Follin, Urban Re- 
newal Commissioner, Housing and Home Finance Agency, March 15, 1955. 

Legal opinion: “I believe your program for meeting the housing problems of 
unattached women is a constructive one. The civic need for such housing seems 
beyond dispute and I wish you every success in your efforts to satisfy it.”— 
Robert L. Wright, Washington, D. C. 

“T could very well write you a letter about the great need of housing for single 
women, because I have constant calls for just such information which I am 
unable to supply. Outside of the very limited facilities for young women, there 
is almost nothing here, and I know of a great many women who have had a 
great deal of difficulty finding places to live.”—-Dr. Tracy M. Pullman, minister, 
Church of Our Father, Detroit, Mich. 

“The last piece of material which you sent me is a rather complete outline 
of the housing problem being faced by single women not only in Detroit but in 
every major city in the country. 

“While this shortage affects thousands of women in terms of total housing 
problems, it tends to be overlooked. It is also true that financing and other dif- 
ficulties have tended to hold up practical developments in this housing area, 
but you are well acquainted with these problems, and much better acquainted 
than I.’—Edward Connor, councilman—Detroit, Mich. (Also leader in housing 
field.) 

“Thank you very much for sending me the release on Housing Designed for 
Single Persons. 

“Housing for single women is a subject of primary concern to a large group 
of our people and you and your associates are to be commended for taking these 
pioneering steps in helping to solve the many problems that beset this group 
in the securing of adequate and comfortable quarters. 

“T am looking forward to receiving additional material on this important 
subject.”—-Mary V. Beck, member of city council and president pro tem, Detroit, 
Mich. 

“This letter introduces Miss Jency Price (Houser), executive secretary and 
secretary of Public Relations of the Residence At Ease Association, of Detroit. 

“She is desirous of receiving such assistance and information as you can give 
her with respect to Federal aid for building a residence for business, profes- 
sional, and retired women of Detroit. I have personally discussed this matter 
with her and believe the project to be a worthy one. I know that this opinion 
is shared by civie and religious leaders in Detroit. 

“Anything you can do to help her will be deeply appreciated.”—-Gov. G. Mennen 
Williams, State of Michigan. 


“DETROIT AND WAYNE COUNTY FEDERATION OF LABOR, 
“Detroit, Mich. . 
“Dear SENATOR McNAMARA: I am enclosing for your perusal a document of 


great merit, but one which is not apt to draw much attention. The author, 
Jency Price Houser, is a person that I have met on several occasions. She is 
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tireless, in her effort to put over what is a great need in America—permanent 
homes for single women. 

“With the ratio now of 7 to 5 and the women living longer, there are bound 
to be many thousands of single, self-sustaining women in this country who 
would prefer to live alone but there is no adequate accommodation for them. 
Take for instance the Federal housing program. On several occasions I have 
been asked to intercede for people who are in the housing projects but who 
became single by the loss of a husband or other members of the family and 
who were asked to move. As a matter of fact, I had a case just last week when 
* * * spoke to me about his mother who is in the Parkside project. They have 
ordered her to move. I got hold of * * * and he said he would lay it aside 
for 6 months and then take a look at it. This still leaves the mental hazard. 

“It is my opinion that single women are inarticulate when it comes to their 
own self-interest in matters of this kind. Someone ought to champion the single 
women and their need for permanent housing because 2 out of 7 and maybe 
more are destined to lead a lonely life and I know of no man more capable or 
better fitted than yourself to champion this great but neglected cause. 

“With kindest personal regards. 

“FRANK X. MARTEL, President.” 


“Housing, appropriate for single, older women is one of the most pressing 
problems of our times. Your organization appears to be one of the most inter- 
esting proposals made to meet the needs of the older group.”—-Wilma Donahue, 
chairman, division of gerontology, University of Michigan, Ann Arbor, Mich. 

“Over 35: (To the editor) Detroit is so in need of a home for women over 
35. We have the YWCA, Priscilla Inn, Evangeline, League of Catholic Women, 
but women over 35 must vacate them to make room for younger girls. 

“There are many women employed downtown that are unable to find a place 
to live. Many of the hotels are beyond their means. Some of the other hotels 
are not always comfortable or safe for women. Many of the rooming houses 
that would be suitable take men only. 

“Is there not a way that somehow in this big city a home could be started for 
women over 35?”—‘Someone over 35’’—Detroit Free Press. 

“Many thanks for the copy of your Document No. 7. I remember you quite 
well and the program you are conducting and, as I explained to you, I am 
very much in accord with your purposes’—Walter B. Mills, Jr., president Na- 
tional Association of Housing and Redevelopment Officials Gadsden, Ala. 

“Your letter interests me not only as mayor but as the father of a single 
daughter living in Washington. I would be glad to have you call on me when 
you are in this city.”—Roy W. Eves, Mayor, Cumberland, Md. 

“Tnadequate housing: The housing situation in Washington and other large 
cities is spawning a vast number of where-else-can-we-go individuals. 

“For an entire decade people have been unable to find satisfactory living 
quarters at rentals they can afford to pay. Scores of thousands have become 
perennial, but hopeless, househunters. Merely tolerating their present living 
quarters. They exist in them without sense of pride, sense of permanency or 
interest in upkeep and embellishment. - 

“True, now apartments are being constructed in suburban area. But these 
rentals are too high for middle and low-income families, and single persons. 
Such apartments merely tentalize, with their display of picture windows and 
cabinet-lined kitchens. 

“Meanwhile, accessible locations for apartments go on festering with dilapi- 
dated shacks, or disintegrate into parking lots. 

“People resent the situation bitterly. But they are powerless. Their very 
frustration is breeding a deep hostility against the powers that allow such 
conditions to arise and continue. 

“Such hostility tends to express itself in destructiveness. When ean predict 
the outcome of prolonged dissatisfaction with old, ugly, cramped living quarters 
paid for out of scrimping on food, medical attention, and other necessities?” 
“R. W.”, Washington, D. C.—Copied from the Washington Post. 

“TI can assure you that many people in this section of the country are very 
much interested in this movement. What is most needed is some way of getting 
this movement in action among the people. I have not met one that has spoken 
against this idea, in fact they are all for it and state that it is about time 
somebody gave some thought to the Housing of Single People, especially the 
middle-aged or older.”—Mr. Rufus Hodges, Mechanicville, N. ¥. 
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“As a psychiatrist of many years’ experience in the employ of the New York 
State Department of Mental Hygiene, I am especially interested in the obtain- 
ing of a proper and healthful environment for young and mature women who 
are away from their home environment, either working to support themselves 
or retired.”—D. E. 8. Hellweg, Washington, D. C. 

“Your seventh newsletter has reached me this morning, and it is well gotten 
up and presents the subject in a forceful manner. 

“I think your project is commendable and your enthusiasm admirable. I 
think the idea should be promoted, but how to interést the powers-that-be, I 
am at a loss to visualize.”—Mabel Kerr, Atlanta, Ga. 

Mr. Philip M. Kaiser, special assistant to Governor Harriman in a survey 
of the preblems of the aged said “There is no place on the American Scene” 
for an employer attitude which places persons in their late thirties in the “aged 
category.” He said that our status as individuals and our well-being centers 
around work and our capacity to work.” He asked “What will happen to con- 
fidence and morale. not to speak of our self-respect as responsible, self-support- 
ing members of the community, if we are to become too old at the age of 35 or 
$0." He warned that the State must move to prevent “mental breakdowns” 
und strive to reserve “a steady and significant increase of the elderly in our 
state hospitals.”—Copied from the New York Herald Tribune. 

“Congratulations, on your efforts to form housing for single persons. That 
is, indeed, a long-felt want in this vicinity. Were your project introduced here, 
| feel confident it would develop into a great success.""—Mary Oline Hegg, 
Minneapolis, Minn. 

“Tt now looks very much as if our Government will soon become the owner 
of several large housing projects. These houses, or some of them, I think, 
should be leased to older people at a nominal rental figure. 

“To be realistic, our Government would probably realize more out of a hous- 
ing project ‘for older people’ than through any other plan that could be de- 
vised.”’"—C. P. Robertson, Stoneville, N. C.—Copied from the Christian Science 
Monitor. 

“T have for some time, been very much interested in building rental housing 
for California’s old-age pensioners. I have gone so far as to select a site for 
my project and have done some designing and planning for it. I have, however, 
met with little encouragement from lenders. I have discussed it at length with 
FHA to no avail and have talked with savings and loan and other sources of 
conventional lending with no success. I would be interested in hearing what 
your group has accomplished along this line.”—Lucille R. Yates, president of 
women’s committee, National Association of Home Builders, Sherman Oaks, Calif. 

“IT am one of a large and terrified growing group past the ‘great divide’ of 
65 years. We shall continue to ‘snowball’ as it were each passing year. And 
we are beginning to wonder in a helpless sort of way where we shall live and 
how. Very much in this category have known better days, and have, reprehen- 
sibly perhaps, but naturally, the desire to live as comfortably and ‘genteelly’ 
as possible within reasonable limits. This need will become more urgent every 
year.”—M. M., Manhattan, N. Y.—copied from the New York World Telegram. 
Special housing program sought to comfort aged 

A special program of housing for the Nation’s elder citizens, particularly those 
who have to live alone, has been proposed by John Carroll, vice-chairman of 
the Boston Housing Authority. 

“Mr. Carroll, whose studies of the problem indicate that 8.8 of every 100 
persons in Connecticut are aged 65 or older, points out in a report placed before 
Congress that no new private rental housing is being made available to the 
elderly and there is ‘no evidence of any interest’ by private enterprise in such 
housing. 

“Mr. Carroll, who has given years in trying to help those of low income and 
the underprivileged, says there is ample evidence that large numbers of oldsters 
live in decrepit Boston-area rooming houses and that tremendous sums in Fed- 
eral, State and local taxes, paid to old-age assistance recipients for housing, 
are actually subsidizing slums, substandard dwellings and rundown boarding 
places. 

“Tn every city. the olderly are jammed into ramshackle housing for which 
they. pay enough to meet the rent for decent federally aided housing similar to 
that available to others. The aged can’t qualify for existing federal housing 
in most instances,’ Mr. Carroll said, “because most of them are alone. Con- 
sequently, they are forced to live in hotels.’ ’ 
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“Mr. Carroll's figures indicate that New Hampshire, at 10.8 percent, has the 
largest proportion of New England’s past 65’ers. This ratio, almost equalled in 
Vermont and Maine, is relatively high nationally, for Connecticut’s, even though 
lower, is exceeded in few aStes outside New England. 

“*Social security and private pensions have been moving forward,’ Mr. Carroll 
says, ‘but housing for people old enough to collect benefits is not keeping pace. 
All this progress comes to nought,’ he observes, ‘if the pension recipient still has 
no decent house in which to spend his declining years.’ "’—By William A. Garrett 
of the Hartford Times. 

“There are many, many widows in Phoenix and most of them are looking for 
a smaller place when they sell their homes.’”—Mrs. Barton K. Yount—Phoenix, 
Ariz. (Widow of Lt. Gen. B. K. Yount.) 

“I came to Washington in 1920, and from the time of my arrival as a young 
girl I have found living conditions intolerable, and I still am not satisfied with 
my present living quarters. In the year 1950 I was turned out three times. I 
walked the streets for hours and hours, on my own leave, until my feet ached. 
When I told the landlord I was single, he told me they didn’t rent to single people. 
A single person has to pay as much as a couple or family for an apartment. 
There were various reasons why I had to move, among them being: The house 
was being sold, I used too much water, house was cold, no hot water, no privacy 
(no lock on the door because I was told private homes are not allowed to lock 
bedroom doors due to fire regualtions) and so forth—On one occasion I had a 
large sum of money stolen. 

“I have been put to a great deal of expense in looking for a place to live, and 
moving, not to mention the leave I have taken from my work and the inconven- 
ience caused my employer, the Government, so I have decided to stay and con- 
tinue ‘camping out’ where I am until (I hope and pray) such a place as Residence 
At Base is built.”—Agnes Sutphin, Washington, D. C. 

“Thank you for all the letters. Bulletin No. 5 is very interesting and full of 
hope for older women. What magnificent organizational job you have done. 
I heartily agree with your statement about expenditures for mental health in 
New York State. I was, for 10 years, finance secretary for the National Com- 
mittee for Mental Hygiene. A home would have saved many (especially the 
older woman) from unkind and often brutal handling at the hands of indifferent 


and thoughtless individuals—just a piace to be herself, have her own friends, do 


her simple chores in her home, and above all ‘belong.’ Yes, I do want to know 
more and help, if I can—and I believe I can.”—Alice M. Bradford, New York 
City, N. Y. 

“* * * social change is helping to strengthen the housing demand. More older 
couples and individuals are coming into pensions and social security benefits. 
Generally, they want places of their own. They dislike living doubled up as much 
as do the newly-marrieds. 

“In this country there has long been a strong tendency to avoid living with 
in-laws, and in recent years this has been strengthened by findings of sociologists 
and pyschologists which show that much domestic conflict arises from double 
household arrangements. Moreover, recent trends toward larger families have 
made this kind of living more difficult. ~ 

“Some realistic looking ahead is needed to find how the house of tomorrow can 
meet Americans’ psychological as well as material needs * * *”—Malvina Lind- 
say, the Washington Post and Times. Herald. 

“Thank you for your letter of recent date. I am glad to note that you are 
sponsoring a program intended to help single persons in need of housing. We 
would be very interested in such a program and when you come to this city I 
suggest you call my secretary. We will be very happy to see you here at city 
hall.”"—Mayor deLesseps 8. Morrison, New Orleans, La. 

“The career woman who has no family, faces a special problem in looking 
forward to retirement. A career woman needs to assure her own maintenance, 
and I think that more than ever we need homes to which able-bodied and earning 
women may contribute and then enter when they need that kind of living.”— 
Copied from the Chicago Daily Tribune, 

“T read your material as it comes along with a great deal of interest. I am 
constantly impressed by your persistence and consistent follow-up of any pos- 
sibilities to improve the housing situation of single women, particularly business, 
professional and retired individuals. This seems to be in line with a tremendous 
need, since so many single women are going to be those who make up the major 
part of our older pepulation and anything which provides for privacy and com- 
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fort at a reasonable cost is indeed an answer to a very baffling problem.”——Ollie 
A. Randall, Consultant on Services for the Aged with the Community Service 
Society, New York City, N. Y. 

When speaking to a large group in Detroit, Frank Lloyd Wright, the world’s 
most noted architect, said “This is an American grassroots movement.” 

“Rach of your news letters has served to increase my 
for the national movement of housing single persons. 

“Introducing the idea to friends and acquaintances has been a pleasure, they 
accept it with such sincere attention, likely an old story to you but nevertheless 
a source of joy and satisfaction. 

“Bleven vears’ experience with public housing has conditioned me to limited 
acceptance when individuals or groups meet the program for the first time. 
But a peek at the plan for housing for self-supporting single persons produces 
such keen interest in the idea that certainly the long look will bring many 
enthusiastic supporters and participants. 

“T am eager to learn more and to have a part in developing this housing 
program.”—Mrs. Jean C. Cutler, management adviser, housing authority of 
the city of Pittsburgh, Pittsburgh, Pa 

“As you undoubtedly know. Mrs. Houser, California has grown more than 4 
million people in the last 12 years. Consequently, housing needs in all parts 
of the State have been, and are at the present time, critical.”—From the office of 
Governor Earl Warren, State of California. 

“Recently, I read one of your bulletins on Housing for Single Women and 
wonder if it would be possible to place my name on your mailing list to receive 
such bulletins as they are issued and any cther material pertinent and avail- 
able with reference to such housing. 

“At present I am secretary in Los Angeles civil service. I am 50 and expect 
to retire at 65 on a small pension, probably $75 or $80 per month. I would like 
to feel that IT had a place to call my own so that I could live on such a small 
pension.”—Mrs. Mary B. Davis, Los Angeles, Calif. 

“In studying this question of what such a program means to single women, 
it is thought that probably the first reaction is a feeling to hope. It is a very 
personal hope, a vision of a faraway future in comfortable and attractive sur- 
roundings plus a feeling of security for aging years. We can by this project, 
I believe, produce something worth living for, something that will outlast our 
vears and enrich the lives of future generations. We have the opportunity to 
share in a distinctive contribution to the women of tomorrow.’’—Pearle Cooper, 
L awyer Washington, D. C. 

“y read with much interest document. No. 7 in which you presented very ably 
the housing needs your group is attempting to fill, and what you have done to- 
wards bringing this project to fruition. 

“As you know, I have followed with lively sympathy the progress you have 
made over the years through Miss Kran one of your most loyal and tireless 
workers. I only wish that circumstances made it possible to be of material 
assistance to your hardworking group. 

“T hope that your dream will soon be realized and that your first building 
will be started before very long. The plans for the buildings on which you 
have touched are progressive and well thought-out.”—Dr. Harald A. Rehder, 
Smithsonian Institution, Washington, D. C. 

“Old folks need own place” * * * “T believe the general testimony is that 
elderly persons are better satisfied in a place of their own than they are living as 
subordinates in their children’s homes. They need to keep busy, and to retain 
a way of life in which he is not emotionally or financially dependent on his 
children.”—Mary Haworth’s Mail, the Washington Post and Times Herald. 

Miss Haworth quotes Mr. Clark Tibbits of the Department of Health, Edu- 
cation and Welfare as follows: “Contrary to widespread belief, aging people 
do not, as a group, want to live with their children. A ‘living together’ arrange- 
ment isn’t too healthy in any case. * * * As a person ages, he should develop 
a way of life in which he is not emtionally or financially dependent on his 
children.”—Mary Haworth’s Mail, the Washington Post and Times Herald. 

“Yes, indeed, there is a very great need for housing for older unmarried 
women in Boston.”—Mrs. Hazel I. Gormley, director of Boston Young Women’s 
Christian Association, Boston 16, Mass. (the first YWCA in America.) 

“A $15-million fund was allocated today for study of what may be the greatest 
health problem facing mankind—wmenta! illness. 

“The grant was announced by the Ford Foundation, which said about half the 
hospital beds in the United States now are occupied by mental patients. 


interest and enthusiasm 
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“Care and treatment for the mentally ill costs Federal and State governments 
alone more than $1 billion annually,” said a statement by Foundation President, 
H. Rowan Gaither, Jr. 

“Yet, less than 1 percent of this sum currently is being spent for research on 
the prevention and cure of mental illness.”—Copied from the Washington Post 
and Times-Herald, May 8, 1955. 

“Elderly new generation 


“A Yale physician says it takes more than institutions to solve the social and 
personal problems resulting from the increase in the nation’s aging population, 

“Tra V. Hiscock, professor of Public Health and Chairman of the Public Health 
Department at Yale said apartment projects, group homes, residence clubs, and 
similar arrangements are needed to integrate this ‘new generation’ of elderly 
people into our social and cultural life. 

“Older people can lead more satisfying lives, with meaning for them and their 
families, despite physical and psychological limitations, if the community pro 
vides essential economic and social opportunities” Dr. Hiscock said. 

“The ‘most crucial’ opportunities that must be provided for older people, he 
said, include those for employment, economic security, medical, dental, and nurs- 
ing care, recreational and spiritual resources, and special housing with proper 
living arrangements. 

“He said the resources for meeting the problems of the aging population have 
not yet been made available by the Federal, State, or local governments.” 

He pointed out that “contributions toward the problem offered by Connecticut 
are too limited for * * * “homes for the aged, and non-institutional living ar- 
rangements.”—Rocky Hill, Conn.—Copied from the Christian Science Monitor. 


“Business women discuss housing 


“Proposals for a local cooperative housing unit for single Women were con- 
sidered Saturday afternoon at an informal meeting of business women. 

“Miss Ruth Lewman, chairman of the Indianapolis Business and Professional 
Women’s Club cooperative housing committee headed the conference, which was 
attended by 18 representatives of BPW chapters, women’s service groups and 
professional associations. 

“Miss Lewman’s idea of housing for single women who work is a cooperative 
dwelling unit with private rooms or apartments and community dining rooms, 
lounges and shops. 

“A preliminary survey of BPW members indicated strong interest in such a 
project. 

“Women attending the meeting favored a long-range program with individual 
participation and group sponsorship. 

“All the women at the meeting agreed that lack of such housing is a community 
problem.”—Copied from an Indianapeclis (Ind.) newspaper. 

“T like the vastness of your project. A big vision is always interesting. View- 
point has its difficulties and everything had to be tried and proved just as we 
went along. Nevertheless, the scheme went steadily forward, because it had be- 
hind it intelligence, enthusiasm, and go6d will united to achieve a good pur- 
pose. To borrow a phrase from the Psalms, a right idea, like the Word, may be 
said to be settled in Heaven. That is the pledge of its success on earth. We 
wanted to bring something of the sense of HOME to a world suffering desperately 
from homelessness. We also wanted to make some recognition of the rights of 
women workers as homemakers. They serve their communities the world over 
in all sorts of capacities; Surely they deserve the opportunity to express their 
individuality in homes where they can rest at ease. Freedom, privacy, and com- 
fort coupled with suitability and beauty stimulate one to new thoughts and fresh 
activities. All this, we in our small beginning felt was needed. How splendid 
it is to feel that you across the seas have the same objects. With all my heart. 
I wish you the fullest possible success.”—-Miss J. M. M. Cunningham, founder of 
the Viewpoint Housing Society, Ltd., Edinburgh, Scotland. 

“* * * Tt has been an amazing revelation to me to learn of the tremendous 
efforts which have been expended by a small group of dedicated people in 
championing the cause of housing specifically designed for occupancy by single 
persons. ’ 

“It is my considered opinion that the great amount of research and planning 
which has been accomplished would, if conducted by a government authority. 
have cost the taxpayers many millions of dollars. 
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“It is my earnest hope that you may achieve due recognition by the Congress 
f the urgency for further action in this splendid cause.’—George E. 

ountant, Washington, D. C. 

I would like to take this opportunity of putting in a word for your housing 
rogram for single people. 

‘As a builder, it has been impressed upon me, that housing of this nature is 
irgently needed. I have looked over the plans for apartment housing for the 
ibove-mentioned people, and believe you really have something. I am certain 
it is worthy of the full attention of the 84th Congress, and sincerely trust it 
may adopt a favorable attitude toward the same.’—J. K. McIntosh, Sun Con- 
struction, general contractors, Chevy Chase, Md. 

“Probably there is no single concrete object in our civilization that tells more 
ibout a man, his country, or his economy than does his home. It is at the very 
center of man’s social and economic life. It often forms the material base on 
which man’s moral life develops.”—-Cooperative Housing in Europe, a congres- 
sional report. 

“T have followed for several years your efforts to obtain housing for single 
women. I believe there is a definite need for housing for people who want 
neither the high cost of living in a hotel nor the excess space of the normal un- 
furnished apartment. The women you represent are willing to help themselves 
if they can just get a little assist from the Congress. I wish you the best of luck 

n your legislative efforts for the coming year.”—Tighe E. Woods, May 3, 1955 
(our former National Housing Expediter). 

Summary: The purpose of the foregoing suggested addition to bills S. 1800 
und H. R. 5827, and the supporting statement is to inform members of Congress 
as fully as possible about a great need, so that they can allow for the expansion 
of a workable program. Such support from the Congress will enable us to serve 
many single persons (men and women) of all income levels; but particularly 
for the great middle-income group. 

We realize that if our efforts are to succeed, immediate help is needed, on the 
legislative level, so that all the good that has been accompiished during the past 
S years can be saved and preserved for posterity. We believe that each Mem- 
her of Congress will see this as we do. 

We, the pioneers of this movement, feel that we are deserving of sufficient 
encouragement and financial aid, on a loan basis, to protect us and help us 
carry forward in this work of obtaining proper housing for single persons. 


Lorentz, 


SUGGESTED ADDITION TO BILLts S, 1800 anv H. R. 5827 


An Act to establish a program for the housing of mature single persons. 

Be it enacted by the Senate and House of Representatives of the United States 
{merican in Congress assembled, That the Congress hereby finds and declares 

that 

(1) in many areas of the country there is not an adequate supply of suitable 
and safe housing for mature single persons ; 

(2) the lack of properly constructed dwelling units designed specifically for 
single persons, if not overcome in time by a self-help program is likely to cause 
an increase and spread of diseases which are characteristic of the elderly, 
thereby crowding hospitals with elderly persons under conditions of idleness; 

(3) that this situation constitutes a reproach and possible menace to the 
present and future health, safety, welfare, happiness, and comfort of our people 
and is often detrimental to property values in areas where it exists; therefore 

(4) the Federal Government should take immediate steps to assist in alle- 
viating and preventing this situation by providing a national revolving fund 
loan of $10,000,000 to initiate and encourage self-help housing specifically de- 
signed for single persons. 


nt 
f 
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“ie sifuation 
could be 


‘Public Housing Evicts Lone Oldsters 


beeen ceemeie 


her Valleywiew: 
"Homes apartment, Mrs, Marte Statens wake 
year-old widow, has no place to go. ‘ 
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Home repair and modernization 


Curcaco, ILi., May 20, 1955. 
Mr. V. H. YINGLING, 


Clerk, Senate Banking and Currency Committee, 
Senate Office Building, Washington, D. C.: 

Please insert this telegraphic statement in hearing. I file this on behalf of the 
Insulating Siding Industry, whose side wall materials annually build, beautify, 
and modernize approximately 500,000 American homes at a cost of $500 to $1,500 
to the homeowner. Surveys indicate 60 percent of home modernization improve- 
nents are title I FHA financed and basic pattern for balance by private institu- 
tions is established by title I requirements. This industry sincerely urges con- 
tinuation of FHA title I for not less than 5 years with provision for continued 
congressional checks on its operations. We further urge that the National Hous- 
ing Act of 1954 be amended to eliminate 6 months’ occupancy clause on new homes 
prior to eligibility for title I financed home improvements and to provide for 
$3,500 maximum title I loan insurance limit with 60 months to pay. We recom- 
mend minimum base of $500 which when apportioned over 60 months period 
permits low monthly payments more readily made by majority homeowners in 
ljow-medium income brackets. 

R. G. BREEDEN, 


Manager, Insulating Siding Association. 
GLENVIEW, ILL. 


New York, N. Y., May 19, 1955. 
Mr. Jack H. YINGLING, 


Senate Banking and Currency Committee, 
Senate Office Building, Washington, D. C.: 

Please insert this telegraphic statement in the Subcommittee Banking and 
Currency hearings report. Combination windows and doors provide screen, 
inseet, and health protection in summer months as well as insulation and fuel 
savings in winter months. Builders working to a price scale do not customarily 
include these products in new construction. The products are considered a 
necessary 2nd essential part of all homes and should be available to new home- 
owners upon occupancy. We feel the 6 months occupancy provision in the 
interest of the public should be eliminated. 

H. R. Gireir, Executive Director, 
National Combination Storm Window and Door Institute, Inc. 


RICHMOND, Va., May 19, 1955. 
Senator JOHN SPARK MAN, 


Senate Banking Committee, 
Senate Office Building, Washington, D. C.: 
Legislation that would permit savings and loan associations to invest in acreage 
for improvement and sale to small builders for medium-priced home development 
would greatly aid the thousands of small builders who find it financially impos- 


sible to develop suburban tracts, and uneconomical to pay excessive present-day 
costs for vacant lots. 


B. O. WoopcocK CONTRACTORS. 


STATEMENT SUBMITTED BY THE MUNICIPAL SECURITIES COM MITTEF 


OF THE INVEST- 
MENT BANKERS ASSOCIAION OF AMERICA 


Re: S. 1524, S. 1744 and 8S. 1766 


The Investment Bankers Association of America is a national yoluntary asso- 
ciation of about 800 inv&&tment banking firms which are located in all parts of 
the United States. Many of these firms underwrite and deal in State and munic- 
ipal bonds and in the aggregate do a large percentage of the underw riting, 
distribution, and trading of State and municipal bonds. 

In general, the attitude of the municipal securities committee of the Invest- 
ment Bankers Association has been that the Federal Government should not 
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take over functions of private industry when those functions can and are being 
performed adequately by private industry. 


S. 1524 


S. 1524 would, as the “Public Facilities Loan Act of 1955,” create a new corpora- 
tion of the Federal Government (the “Public Facilities Credit Corporation”) and 
authorize that Corporation to purchase securities of, or make loans to, munici- 
palities and other political subdivisions of States, public agencies, and instrumen- 
talities of one or more municipalities or other political subdivisions of States, 
and public corporations, boards and commissions established under the laws 
of any State, to finance vitally needed public works or facilities if the financial 
assistance applied for is not otherwise available on reasonable terms. Under 
section 108 of the Reconstruction Finance Corporation Liquidation Act, presently 
in effect, the Housing and Home Finance Administrator is authorized to make 
loans to the same public bodies under the same terms and conditions that would 
be authorized by 8S. 1524. The authorization under section 108 does not expire 
until June 30, 1956. However, S. 1524 would make two major changes from 
section 108 of the R. F. C. Liquidation Act which we believe to be undesirable, 
unnecessary and contrary to the public interest: 

First, 8S. 1524 would create a new Federal corporation to be known as “Public 
Facilities Credit Corporation,” with the Housing and Home Finance Adminis- 
trator to serve as Administrator of that Corporation (at present section 108 
of the RFC Liquidation Act is administered by the Housing and Home Finance 
Administrator). Secondly, 8. 1524 would authorize the proposed new Federal 
corporation to have outstanding at any one time its notes, debentures, bonds 
or other obligations in an amount not exceeding $500 million and to have a 
capital stock of $100 million subscribed by the United States and subject to call 
for payment at any time. (At present sec. 108 authorizes a maximum of $50 
million in a revolving fund for loans under that section.) 

The experience of the Housing and Home Finance Administrator shows be- 
yond question that there is very little demand for a loan program for the pur- 
poses authorized under section 108 and under 8. 1524. This is readily apparent 
from the fact that, although a $50 million revolving fund was authorized for such 
loans under section 108, only $2 million actually has been appropriated, and 
a statement in March of this year by officials of the Housing and Home Finance 
Administration to the Subcommittee on Independent Offices of the House Com- 
mittee on Appropriations (hearings on independent offices appropriations for 
1956, p. 1411) estimated that in 1955 only 12 loans aggregating $1,325,000 will 
be approved and in 1956 only three loans aggregating $500,000 will be approved. 
This would still leave $175,000 available in loans under the present appropri- 
ation and $48 millien available under the present authorization. Mr. Hazel- 
tine, Commissioner of Community Facilities, indicated that as of the date of 
his testimony they had received only four applications for loans (hearings on 
independent offices appropriations for 1956, p. 1411). 

Since the loan program under section 108 is presently being administered 
by an existing agency of the Federal Government and funds already authorized 
far exceed the demand for loans, the proposal in 8. 1524, to set up a new Federal 
corporation to administer the program (with the obvious accompanying wasteful 
expense to the Federal Government for unnecessary personnel and facilities) 
and to increase the funds available for loans under the program, would clearly 
be undesirable, unnecessary and contrary to the public interest. 

Mr. Albert Cole, the Administrator of the Housing and Home Finance Agency, 
in his testimony before the subcommittee, specifically stated that “our Agency 
does not have information concerning the need for this financing which would 
warrant the enactment of S. 1524,” and that the experience of this Agency 
administering various programs of assistance for non-Federal construction in- 
dicates that the basic problem of cities in financing public works do not generally 
arise from excessive interest rates or other unreasonable terms.” 

The Commission on Organization of the executive branch of the Government 
in its report on lending agencies recommended, “That the authorization of the 
Housing and Home Finance Agency to lend money for public works except as 
they are necessary for public housing projects be repealed.” 

Finally, and most important, the investment banking industry can supply and 
has been and is supplying billions of dollars of loans annually to public bodies— 
large and small—for the construction of public works and facilities at reason- 
able rates and terms. The lack of need for Federal assistance in supplying 
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loans to public bodies for the construction of public works and facilities is ap- 
parent from the billions of dollars of loans which the investment banking in- 
dustry has supplied to public bodies for the construction of public works and 
facilities and from the lack of demand for loans from the Federal Government 
under the program already authorized. 

Therefore, the adoption of S, 1524 is unnecessary and contrary to the public 
interest. Accordingly, we recommend that 8, 1524 not be approved. 


S. 1744 


Title IV of the Housing Act of 1940 authorizes the Administrator of the Hous- 
ing and Home Finance Agency to grant loans to assist colleges in providing 
housing if they are unable to secure the necessary funds from other sources upon 
terms and conditions generally comparable to the terms and conditions appli- 
cable to loans under that title. The Administrator has determined that loans 
available from other sources at one-fourth percent above the rate at which 
loans are made by the Administrator are available upon terms and conditions 
generally comparable. Loans under that title must have a maturity not ex- 
ceeding 40 years and bear interest at a rate determined under a formula by 
which the interest rate is presently fixed at 3% percent. Thus, the Adminis- 
trator makes the loan at 314 percent if a loan is not available from other sources 
at 3% percent. 

S. 1744 would make several changes in title IV, but the principal changes 
would: (1) Expand the purposes for which loans may be made to include other 
educational facilities as well as housing, (2) limit the interest rate to be charged 
by the Treasury on notes of the Administrator to not more than the higher of 
24 percent or the average annual interest rate on all interest-bearing obliga- 
tions of the United States, adjusted annually to the nearest 144 percent, (38) in- 
crease the total authorization for loans under the program from $300 million 
to $500 million; and (4) increase the maximum term of loans by the Adminis- 
trator from 40 to 50 years; fix the interest rate on loans by a new formula (not 
to exceed the higher of 2% or 144 percent above the rate paid on funds obtained 
from the Treasury) under which the interest rate under present circumstances 
could not exceed 2% percent; and eliminate authority of the Administrator to 
determine that loans are available from other sources upon comparable terms 
and conditions when such loans are available at a rate 4 percent above the rate 
charged by the Administrator, so that the Administrator would make the loan 
at 2% percent if loans were not available from other sources at that rate. 

At the outset, we direct the attention of the committee to the fact that the 
Commission on Organization of the Executive Branch of the Government in its 
report on lending agencies recommended, “That the program of loans for college 
housing be terminated.” 

(1) The proposal to expand the college housing program to authorize loans for 
other educational facilities obviously would go far beyond the area of housing 
and would in fact embody a general program of Federal aid to education at the 
college level. Conosequently, we urge that the inauguration of such a program 
by the Federal Government not be brought in the back door as part of a housing 
program but be considered separately by the appropriate committee as a Fed- 
eral program for aid to education. 

(2) The proposal to limit the interest rate charged by the Treasury on notes 
of the Administrator under a formula, which under present conditions would 
fix that rate at 214 percent, would compel the Treasury to provide funds to the 
Administrator at an interest rate lower than the Treasury itself has paid on 
some recent issues of United States bonds having a maturity shorter than the 
loans made to colleges with those funds. When the Treasury is compelled by 
statute to loan money at a lower rate than it pays to borrow that money, that is 
poor business and the taxpayers will have to pay the bill. We believe that this 
proposal would be unsound business and contrary to the public interest. 

(3) The proposal to increase the total authorization for loans from the present 
authorization of $300 million to $500 million appears unnecessary at the present 
time. The college housing program was established 5 years ago. Although $200 
million of the authorization has been released for use, it is reported that as of 
December 31, 1954, a total of $124,445,000 in loans has been approved and 
$31,306,000 had been reserved, for a total of $155,751,000, leaving over $44 million 
released funds still available for loans and leaving over $144 million in authorized 
funds still available. It appears that adequate funds are available under the 
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present authorization, unless the proposals (discussed below) to lower the inter 
est rate are adopted, in which case the Federal Government will force private 
industry from the field of college housing financing and the Federal Government 
will have to assume the entire burden of such financing, which representatives 
of educational institutions have stated it is estimated at $6 billion. 

(4) The proposals, to extend the maturity of loans under the program to 
50 years, to fix the interest rate on loans by a formula which under -present 
conditions would fix the rate at 2% percent and to eliminate the authority of the 
Administrator to determine when loans from other sources are available at 
“comparable” terms and conditions, would simply force private industry out 
of most college housing financing and authorize the Federal Government to 
take over the financing of practically all college housing. 

Under the present law, private industry has been forced out of financing 
loans to colleges whose bonds are taxable because such bonds simply cannot 
be sold to private investors with an interest rate as low as the rate provided 
under the present law. Housing Administrator Albert Cole, in his testimony 
before the committee, pointed out that: 

“Incidentally, all issues sold privately to date were for tax-supported educa- 
tional institutions, and in a number of cases only the first 20 or 30 year ma- 
turities of the serial issues extending to 40 years were privately financed, with 
the longer maturities going to the Government.” 

Some of the bonds of tax-supported institutions have been taken by private 
investors because those bonds were tax exempt and the tax-exemption feature 
arouses investor interest at a lower interest rate. However, if the rate on 
loans by the Administrator is lowered still further to 2% percent, private inves 
tors will be forced almost completely out of the financing of college housing, 
including tax-exempt bonds, because private investors are not interested in most 
college housing bonds at that rate. 

These proposals embody the philosophy that private industry should step 
aside in this field of business and let the Federal Government take over if 
private industry cannot provide loans at an economically unrealistic and arbi- 
trarily fixed interest rate. Interest rates on college housing loans, like other 
interest rates, cannot be fixed arbitrarily by private industry; interest rates 
on loans through private industry must be determined by many factors, includ- 
ing market conditions at the time of the loan, the interest rate on comparable 
loans and on obligations of the Federal Government and consideration of the 
risk involved in the individual loan in view of the particular college seeking 
funds. Loans for most college housing can be furnished by private industry at 
reasonable rates. 

There is no magic in the proposed 2% percent rate, and it appears that if 
private industry could provide loans for college housing at 2%, percent proposals 
might then be advanced to authorize the Federal Government to make the loans 
at 2% percent if private industry could not provide them at that arbitrarily 
fixed rate. 

A formula to base an arbitrary rate on the cost of college housing and the 
rental which can be charged for such housing rests on a false base because it 
ignores non-rental funds available to meet charges, there is no established pattern 
in college housing and costs per unit vary widely, as also do rentals and nonrental 
funds available to meet charges. 

A basic fault in the proposals to lower the interest rate is apparent from the 
fact that the proposed 2% percent interest rate to be charged by the Federa! 
Government would be lower than the 3 and 34% percent interest which the 
Federal Government has paid recently on some of its bonds. Thus, the Federal] 
Government would be loaning money at a lower rate of interest than it pays 
to borrow money on loans of comparable maturity—without allowing for ad- 
ministrative expenses of the program and defaults on the loans which it makes. 
Any claim that the college housing program would be self-supporting would 
obviously be false and the taxpayers would have to pay for the program. 

Furthermore, Housing Administrator Cole, in his testimony before the com- 
mittee, states: 

“* * * the present program is working satisfactorily, and I know of no need 
for additional legislation. With respect to the more liberal terms, it should 
be noted that existing law permits us to provide incentives for private financing 
which has resulted in substantial savings to the Federal Government. As I will 


explain, S. 1744 would stop most, if not all, of this private participation in the 
program, * * * 
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“The more liberal terms for the college loans and the elimination of private 
financing in the program would, of course, increase the expenditures for the 
program by the Federal Government.” 

Since representatives of educational institutions have stated that college 
housing needs are estimated at $6 billion, the committee should consider 
whether the Federal Government is prepared to assume the financing of a pro- 
gram of that size, because the interest rate proposed in S. 1744 (2% percent) 
will in effect compel the Federal Government to provide practically all of such 
finaneing. Representatives of educational institutions have stated that the 
program was planned so that there would be no ultimate cost to the taxpayer, 
that it is not now desired that a Federal subsidy to higher education should 
be involved, and that the “sound principle” should be retained that no Federal 
loan should be made if private financing could be secured that would meet the 
need; these statements would certainly be contrary to the proposals embodied 
in 8. 1744 which would, through the economically unsound and arbitrarily fixed 
interest rate, throw some of the cost of the program onto taxpayers, involve 
a Federal subsidy of colleges and provide Federal loans despite the availability 
of private financing at reasonable but slightly higher rates. 

It is not difficult to understand the enthusiastic support of educational in- 
stitutions for the program embodied in 8. 1744; however, we call to the at- 
tention of the committee the fact that most of the testimony in support of 
S. 1744 has simply concluded that substantial sums of money are necessary for 
college housing construction and that the lower interest rate provided by 8S. 1744 
would facilitate such construction, but does not contend that the required college 
housing could not be privately financed at somewhat higher but reasonable rates. 

Private financing is available for college housing at reasonable rates somewhat 
higher than the arbitrarily fixed rate of 2% percent. 

Consequently, we urge that 8S. 1744 and the proposals embodied therein not 
be adopted. 


S. 1766 would extend the college housing program to junior colleges and to 
any “educational housing corporation.” 


Junior colleges of the type described in the bill are already eligible for loans 
. S 


under the present program. 

Educational housing corporations would be organized to provide and operate 
housing for educational institutions which had not been authorized by state law 
to borrow funds, operate dormitories or issue bonds. No particular need for 
loans to such educational housing corporations has been demonstrated. 

Educational institutions which need housing facilities could in most cases 
borrow funds directly at more advantageous rates than could be obtained by 
an educational housing corporation formed to provide housing for such institu- 
tions. Therefore, such institutions should be encouraged to obtain the necessary 
authority under State laws to borrow funds, operate dormitories and issue 
bonds, rather than to encourage under the proposals of S. 1766 through the 
creation of educational housing corporations the avoidance of financial responsi- 
bility and the turning to the federal government for assistance. With such 
authority, these educational institutions would be eligible under the present 
program. Many colleges which presently can obtain loans for construction of 
housing at reasonable rates through private industry might turn to “educational 
housing corporations” to provide their housing so that they could avoid com- 
pletely financial responsibility for such housing. It would be ill-advised to rush 
hastily into a program of federal loans to encourage the creations of such cor- 
porations. 

Consequently, we recommend that S. 1744 not be adopted. 

We appreciate the opportunity to submit these recommendations to the 
committee. 











